DOD STUDY OF THE 
MILITARY EXCHANGE SYSTEM 



Volume II * Appendices 
September 7, 1990 


Office of the Assistant Secretary of Defense 
(Force Management and Personnel) 
Washington, DC 


jjPVH 


APPEND X JC A 


BASIS OF STUDY 




THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON. D C 20 30 1-4000 




£ management 

JD PERSONNEL 


7 JUN 1990. 




MEMORANDUM FOR STAFF DIRECTOR, ARNED SERVICES EXCHANCE STUDY * _ . 

SUBJECT: statement of work and Study Procedures 

Necessary, t on f temporary basis, to assist in the development^ 
coordination of the report. 

. ' The study's “Mission Objectives^a^ at ^etafied: .... 

Additionally, to help focus the V At Tab D i S a copy x 

Statement of Work" is for Force Management and [ * V* 

the Assistant Sec - elary ?he lervices concerning the DoD review of 
Personnel memora ^nae °s^ems?^ a Milestone schedule and a suoun f ^ 

• «*, 25 SH ss sis.. t<. t». .m.™ ~*«r 

i 'Commission . 


My point of contact is Captain Frank Jepson, 
AV ; 227-9525/4054 or (202) 697-9525/495 . 


telephone 


C-S. Or— 
Donald W. Jones y 


Lieutenant General, USA 
Deputy Assistant Secretary 
(Military Manpower & Personnel Policy) 


Attachments : 
A.S stated 
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armed services exchange study 

COMMITTEE MEMBERS 
(May 1 - October 1990) 


ARMY: 

Colonel Al Finch 
Charles Wie^neth -(UA15) 

William Baucum (UA14) 

William Barnes (UA14) 

NAVY: 

Commander Roger J. Blood (Captain Select) 
Lieutenant Commander Bruce G. LeLonde 

MARINE COPRS : 

Colonel Thomas E. Loughlin ■ 

Private First Class Diana LeGer 

AIR FORCE: 

Lieutenant Colonel William B. Bowlin 
Samuel Lankford (UA15) 

William M. Moreland (UA15) 

COAST GUARD : 

Jack Adams (UA13) 


May 7, 1990 
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STUDY OF THE ARMED SERVICES EXCHANGE SYSTEM 
MTSSION AND OBJECTIVES 


A. MISSION : 


1 The mission of the study group is to provide an 
unconstrained baseline assessment of the Department of Defense 
Armed Forces exchange systems. 

2 The objective is to identify increased efficiencies, 
reduce overhead costs, and increase savings in nonappropr lated 
fund and appropriated fund resources. Policies and initiatives 
will be recommended that provide for an orderly implementation of 
any identified efficiencies. 


3. The recommended changes 
higher level of brand selection 
no increase in cost . 


should maintain the same or 
and service to the customer with 


4 . The study will review 
services exchanges, identify e 
limited to the feasibility of 
functional areas. 


all functional areas of the armed 
fficiencies and include but not be 
consolidating some or all 


B. OBJECTIVES : 

1. The study will address each military exchange functional 
area and determine: 


a. Current status and level of resource; 

b. Potential, resource efficiencies, practices, and 
procedures; 

c. Expected impact on customer service, brand 
availability, and cost to the authorized customer; 


d. Expected resource impact among armed services 
exchanges . 

2. The study group will define relationship of the current 
military exchange systems with other MWR programs. 


3 The study will analyze and compare the military exchange 
funJionlfareaswith private sector practices. .^he study group 
may request or accept voluntary information or opinions from 
individuals and entities in the private sector on issues involved 
in the exchange study.) 
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STUDY of the armed services exchange system 
statement of work 


a. RACXGROtJND : 

, men . Defense (DoD) will conduct a review of 

1. The Departme; nt of De , aSEs) to identify potential costs 

the armed ^Appropriated fund and nonappropriated fund 
and savings in appropr late exchanqe operations where 

»* 

2. The ASE systems, the ***■£» \y°l ersonne^on^D 
resale merchandise an ^ ^challenges with the reality of military 

installations, face many challenges^witn^o^r^ in ives d 

force reductions, t^se The demographic shift resulting 

other strategic considers seriously affect the ASEs market base 

from these challenges may S ' 0 * * t ability to support other 

SSS ror C aler« 9 eUa W re: SS recreation (MWR) programs. 

3. With current co ^^”ia° n retail t industry'is n continually 
system technology^ the com exchanges are benefiting from 

being res £ ap ? d a dvances . The military exchanges are 

these technological advances . employing advanced 

investing in ™°f r "f 1 ^ ld ^ 1 °? h er modernization Ifforts to 
communications tecl ? n °^ y d i mpr0 ve their operations. These 

",‘T. s:i*.T4,“4«K .1 «• «* — 

authorized patrons. ^ 

4. The military community' s morale^ welfare^ 

programs rely heavily on t ® Additionally, in an era of 

support vital community P 9 * review ASEs' current 

SSSSiS organi zat ion^management? and resource allocation is 
obvious, prudent, and timely. 

g _ STUDY ASSUMPTIOWS/ L IMITATIOHS . 

1. Appropriated fund support for morale, welf. are, and 
recreation programs may decline sigm 1 

2 The application of sound business principles will apply 
in ali phases of this study. 

3. Competition 

ef f icientl'sel f -sustaining operations of the ASE programs. 
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c . MISSION : 

l The mission of the study group is to provide an 
unconstrained baseline assessment of the DoD ASE syste . 

~ ThP objective is to identify increased efficiencies, 
reduce overhead costs, and ^"^^/^^fclL^n^inuIatives 
tTli be d rSnded e thIt n provide for'an orderly implementation of 
any identified efficiencies. 

1 s: 1 ".r5ss*f,f.s?~ sr&rar ...» 

no increase in cost. 

4 The study will review all functional areas of the ASEs, 
iHent-Ifv efficiencies and include but not be limited to the 
feasibility of consolidating some or all functional areas. 

D. OBJECTIVES : 

1. The study is to address each military exchange functional 
area and determine: 

a. current status and level of resource; 

b. potential resource efficiencies, practices and 
procedures; 

c expected impact on customer service, brand 
availability, and cost to the authorized customer; 

d. expected resource impact among armed services 
exchanges. 

, The study group will define and evaluate the relationship 
of the current military exchange systems with other MWR programs. 

3. The st U dy will analyse and compare.the military exchange 

functional areas accept voluntary information and 

opinions m from r individuals and entities in the private sector on 
issues involved in the exchange study.) 

4 . This analysis will review at a minimum the functional 
areas shown on the attachment. 

. The study group will identify all resources (facilities, 

^inst^llation^area^' region^ir^eacl^of' the InSfviSSal ASE 
systems . 
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E . crnpg OF WORK : 

. will review and consider the 

specifically, the stu y attac hment; however, work effort 

concent rat e a priroarily t on the following areas: 

a. organizational Structure. 

b . Financial and Business Strategy. 

C. Distribution and Transportation Systems. 

d. Operations Management. 

e. Facilities and Construction Systems. 

f . personnel . 

g. inventory Management. 

h. Other functional areas. 
f . reports : 

1. Progress Reports: Weekly. 

2 Entrance Conference: May 30 - Prepare for In Process 

Review for General Officer Steering Group. 

3. Trip Reports: Summaries included in report 

documentation. 

« In Process Review Reports: Approximately every three 

weeks' and as outlined on milestone schedule. 

5. Draft Report: August 24 - General Officer Steering 

Committee . 

6. Final Report: October 1 

q travel p gQnT ELEMENTS’. 

As determined by the Staff Director in coordination with the 
Chairman . 

H. anMTNlST RATIVB SUPPORT: 

1. Office, Equipment and Supplies - OSD funded. 

2. communications - OSD funded. 

3. Word Processing, Personal Computer, Software - OSD 
funded. 
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. Manpower - Permanent resources as outlined in ASD(FHsP) 

«. 0 :,n»r5«y '«■*>“■ « ** " 5 " !t,a - 

5. Reproduction Costs - OSD funded. 

6 . Travel and Per Diem - Service funded . 

7. indirect Costs - OSD funded, 
i key personnel : 

Key individuals Will be selected by the Services and approved 
by the Chairman, 
j . rONSPLT ANT SUPPORT’ 

the fe y rv^iu^ ^ 


Attachment : 
As stated 


Functional Areas 


a. Management systems 

b. Organizational structure 

c. Comptroller functions 

d . Finance and accounting systems 

e. Management information systems 

f. Financial and business strategies 

g. Communication systems 

h. Distribution and transportation systems 

i. Procurement and contracting systems 

j. Facilities and construction systems 

k. Equipment and vehicle capitalization planning 

l. Personnel systems 

m. Inspection procedures 

n. Testing marketing procedures 

o. Sales and Merchandising practices 

p. Customer" service operation 

q. Operations management procedures 

r. Trade-industry relations 

s . Inventory management systems 

t. Private sector financing initiatives 

u. Ship store operations 




assistant secretary oe defense 

Washington. D.c. 

j.1 APR IS®' 


-c MANAGEMENT 
\o rERSONNEU 


COD Review of the Military Exchange Systems 


ONNIU 

memorandum eor Ajipj^ | g r^a (KRAIsE) 

SUBJECT: 

In the letter at Attactoent J^^s^Armed' Services 
welfare, and ^directed that the Department .^^^witrtddress 
^mlutary exchange systems. Proper «nsideratio undertaking 
many^ulti faceted and complex -sues. Jt . ^ ted V Deputy 
that cannot be * ie ”® d w H? h d ir4ct the establishment of a DoD 
Secretary of Defe Cf.® t th e study and appoint Lieutenant 
commission the chair. At Attachment 2 is an 

General Ronald W. Jone^^s co[mni$sion and at Attachment 3*^ 

js tSU h » «»» »* “sr 
SSAS* ss“«a 5 - “ssb/Srr" 
ffisifwsffai strait- «—.«;■« *■ 


Christopfier/yehn 


Attachments : 

As stated 



ta £>. 0{ ^epre^n-tibes 

COMMITTEE ON ARMED SLICES 

SH^inS^ 0 "' 3£ 205 IS 

CN£ HUNC^EO RRST CCNG3CS3 
US AS?1N. WJSCCNS;N. Carman 

* January 22, 1990 


ICI IT.W 

_-m crunr» nr* 4>»r 

i ny-«:*i. im'^jarr 
Kltlt* t>y^L WC-CA* 

V. ^.ru ZM^ O— * 
ga*^ or. m**: - *. »«■" *9* . 


V. «**!». vrt>« 

• — M t »Cvrt>-«. C0w*0 
c -rr WtLSOW. rCO<rn»YA» 

^j. m.A*rs« 

*»««*■ myWR. 

•cturr «. w»« CM-xi** 
JCD. XCAJT. C X S« l « ) 


H Lie*!. IT*/* WMCTe* 


.. «IX T jrfVAOA 

n»>u« 

K neMfr. *p*» to« 


Lt. Gen. Bonald V. Jone* Eefenjse 

Deputy ^'personnel Policy) 

30963, Th^ Pentagon 

Washington, D.C. 

“fi-Hk'W - 1 HF - “ 4 ■ 

ss-m ssu- ^ 

«. ,!»« “•"iL’ffikiOm— •“**““ d » u “ u “ . 

manpower * lon |J^ timely decision-making. 

effort and ensure 7 . r^ults of your 

ittee is further Encouraged hy d ve anxiously avait this 

• The committee l ...^ commissary program ana^ vill set the stage 

B - tOTlltao “ 

yenrs ahead-. c ommi ttee asked the 

Budget consi d ^i^^ of th. gS, St 

DOD to' developments have comretsed vith our ^ d£Valofment s 

inter®^ 6, in exploring 3* ^ of 

_ and vemen. ^ ^ ^ 

The military eschange g£— ^^tTo^d^go^^”^ 00 * 

& cttsssl^ - — c *- “ d 

This demographic shiit 
purchasing pover o t these systems 

* S _ 1 1 



- 2 

r-’orvs Attribution, and canagenent 

Sr-Si 1 

. WI „ ,1,. «. wit*. 

Milit^ r y exc * ® Ttc u an?e Service is in t ^ e w funcis for essential 

£*£"2 

fast “l.’St lUSt* that ofxer t-e »*“ P r 

question *-^ n tn the geographic area. 

services, welfare and recreation program 

as Congress and leasers m 

the defense budget. COTffli ttae to conclude it 

E/rsrif - •a-ssasm SS.S i», r ~ »5 nsr^r 

our military P«»onpel. «?« ; J li . a<1 ion and continuation “ -^Llies. 

Here again, our objective is eta ^ utasy personnel and their 

non-pay compensation benefit for _ a feasibility review 

ve request that ECU ! *1990 provide the committee 

SS.- 5S “k SSTi.%*. «e >“ “ “* '- rt - • 

S incerely , 




>{axv-Ln Leath 
H^STwelfare and Secreation Panel 
SabcomsaihtM on Beadiness 


MLssr 
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April 33, 1990 
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Commit tee Membe,r_§. 


C-4 to 0-6 or equiv- 
alent graded 
civilian 


Army - 3 members as follows: 


1 A business/ financial management expert. 

2 An engineering/construction expert. 

3 * A distribution system expert. 


Navy - 3 members as follows: 


1 . 

2 . 

3. 


An exchange operations expert 
A distribution system expert. 
An MWR/APF financial analyst. 


Marine Corps - 1 member as follows: 
1 . A NAF personnel expert . 


Air Force - 3 members as follows: 


1 . An MWR/NAF financial analyst. 

2 A data automation systems expert. 
3 ] An inventory management expert. 

Coast Guard - 1 member as follows: 


1. An exchange operations expert, 

/ 

Army and Air Force Exchange Service: 


1 . An exchange operations expert. 

Office of the Secretary of Defense: 

1. One attorney as appointed by the chairman in a part-time 
advisory capacity. 

2 One civilian personnel policy expert as appointed by 
ASD(FMSP) in a part-time advisory capaci y. 


3. 


One nonappropriated fund budget expert in a part-time 
advisory capacity. 
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to the 


e „„,, v of Personnel Resources Tasked 

-V Military Exchange Commission 


Funct ion 
Chairman 
Steering Group 


n„n Review o f Military Exchanges 
Requirement 

LTG Donald W. Jones, DASD(MMSPP) 

Attend meetings of the Steering Group to be 
held monthly. 

Deputy Chief of Staff, Personnel, Navy 

Deputy Chief of Staff, Personnel, Army 

Deputy Chief of Staff, Personnel, AF 

Deputy Chief of Staff, M&RA, Marine Corps 

Chief, Office of Personnel and Training, 
U.s. Coast Guard 

Deputy Assistant Secr * ta ^ °^ c ? efenSe 
(Management Systems), OASD (C) 

Commander, AAFES 

Commander, NAVRESSO 

Director, MWR Operations, Marine Corps. 

^ Chief, Morale and Exchange Division, USCG 

rnn<jiiltan f c to the Staff Directo x 

deemed r appropriate°by 0 the r CoMission°Chairaan/Staf ^Director** 

Full T^me Co m mission Stat f 
Staff Director 0-6 


Technical Advisors: 


As appointed by the 
Chairman . 


Administrative 

Staff 


Xrmy_Admin_Specialist E-7 or ^ iyalent 

civilian grade 
E-4 or equivalent 
civilian grade 

Marine Corp. Typl« 


Army r , — 

Air Force Typist 

Navy Typist 
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Miie«-rres for Completing the DcD Stucy of Military Exchanges 
r ’ * (the Jones Commission II) 

Milestone 

_ . Completion OPR 


1. Determine composition of 
the study group or commis- 
sion and organizational 
structure . 

2. Arrange for office space 
and equipment for Commis- 
sion for 16 members and 

4 administrative staff. 

3 Write letter to General 
Officer Steering Group . 
outlining major objectives 
of their involvement and 
advising of first meeting 
to be hosted by the 
Commission Chairman. 

4. Each member of commission 
will be assigned Committee 
Chairmanship responsibili- 
ties . 

5. Arrange to receive Commis- 
sion staff and prepare in- 
briefings, billeting, etc. 

6. Chairman prepare In Process 
Review for General Officer 
Steering Group approxi- 
mately every 3 weeks. 

7. Host initial meeting of 
General Officer Steering 
Group in Pentagon. 

8. Brief ASD(FM&P) and 
Assistant Secretaries on 
status of study. 

9. Present draft report and 
brief to Steering Group. 

10 . Final draft report sub- 
mitted to Military 
Departments for comment. 

11. Comments included as 
appendix to report and 
final report submitted to 
ASD {FM&P ) for signature. 


March 23 


April 2 


May 7 


May 9 

May 14 
May 25 

May 30 

. July 16-27 

August 24 
August 28 

September 14 


Commission 

Chairman 


Commission 

Chairman 


Commission 

Chairman 


12 . Report submitted to 


October 1 


Staff Director 


Commission 

Chairman 


Commission 

Chairman 


Commission 

Chairman 


Staff Director 


Commission 

Chairman 

Commission 

Chairman 


Commission 

Chairman 


TBD 


A-i f, 


THE DEPUTY SECRETARY OF DEFENSE 

WASHINGTON, D.C, 20301 



8 0 WAY 1S30 


m£mo ' ,andum F0,t 

COMKS FTH? & OF DEFENSE 
SUBJECT: Review of Exchange Systems in the Department of Defense 

The missions of the military exchanges of the f 

provide authorized patrons with aimcje^and se^ u ^^^ t a| source of funding for 

r^nmeS^^^^ pr09r3mS - . c t 

There is hereby established a Review $£ e UP 

of Defense for Force Management a 0 f Department of Defense, and 

for Production and Logistics, , the Comp -Secretaries of the Military Departments and 
senior representatives designated The Assistant Secretary of Defense for 

the Chairman of the Joint ^>efs of Staff , The As^s.stan^ Groy ^ Th£ Review Group 
Force Management and Personne . exc hanges in the Department of 

shall review the organization and operrt O n 199Q ju fi 9 ndings and recommendations 
Defense end shall report to me by 9 #* recommendations shall include a 

lengthening ^em TheReviewGroup 'ecommen^ Department of Defense 

. f the 

The objectives of improving^* 

Management Repo^to°hePresident shall guide the Review Group m its 

proceedings. 







A DOD STUDY OF MILITARY EXCHANGES 


Appendix B 

Purchasing and Inventory Control 


Attachment 1 NAVRESSO Comments B-l 

Attachment 2 MWRSPTACT Comments B-6 

Attachment 3 AAFES Comments B-13 

j 

Attachment 4 Sales Loss Rationale B-14 

Attachment 5 Inventory Quotes B-21 



From: NAVRESSO study Group 

To: chairman, Jones ^ ■> 

Subi: INVENTORY MANAGEMENT FOCUS GROUP MEETING; 

OPINION 


7/3/90 

dissenting 


Enel : 


j.M. HarecXi Memo for the Record 

* J the qroup could not agree on a 

After * days of v de ^*ofidate. Thf chairman of the Focus 

recommendation o that he would proceed with a 

SS^“- « b ‘-' a " “• ,on °" 1 "’ 

assumptions? 

. t -factory customer service, prices, item brand 
availability would be maintained 

AAKES level of buyer productivity could be maintained 
additional purchase 

B.,,0 on . ro»9l> ' “ffiS 'g'.ffiSl S*£i SJ 

r^W^“»Si5er: v- « ■“ i - “*• > 

to 5 years to implement 

Both the Havy t ar i d eh a both tt^wr lte* their* dUeentln^oplnione 
opinion is reflected in Enel . 


A. 


B. 


C. 


D. 




Copy 


.M. MARECKI 

tOS Attendees to Other Focus Group. 



Attachment 1 



FC F THE F EC T£» 




TC: Ex:T.ar.ge St idy 


ro'-7 - Exchange Prt :u:* eme.-.t 


Th* P -r P c. of this — and--r,>, - s-.ate ^ ^ ■ v ^ 

SAVFESSO attendees at subject meeting, The rlssicr. of the »t-tidr^|W 
group is to provide an unconstrained baseMne assessment of . J|g 

Department of defense Armed fore, exchan 5 e systems; iierti^ pj<-J§gj 
increased efficiencies, reduce overhead costs and cr.crease **•••;**_; j||M 
in nonappropriated and appropriated fund resources. Policies and ^|jg 
initiative, will be recommended that provide for an orderly* 
implementation of any Identified effeci.ncies; the change, should^ 
have no negative impact on customer service or savings: and review ■. 
all functional area, of the armed service, exchange,. identif^rJ-^ 
efficiencies and Include but not be limited to the feasibility of ' -j| 

consolidating some or all functional areas. **; 

3 . T he specific purpose of subject focus group was to examine tkei 
procurement/contracting function of the three exchange system, for ^fl| 
improvement and/or possible consolidation. The following 

represent, the main aff.a, of agreement from the perspective of the ... v||J 

NAVRESSO attendees: ' 

O If a consolidation were to be undertaken, the only ^ 

infrastructure which may have the capacity tc absorb the 
combined operation is AAFES . • 

O The elimination cf the Navy procurement/contracting -1 ' 5|| 

function would result in the elimination of buyer, at ^||j 
NAVRESSO, Havy Field Support Offices, l»avy Resale 
Activities and Marine Corps exchanges. These reductions ' ' 










• ^ v e - r / «e*. iy i- increase : r. - :.e -- ' ‘“ s 

,, d c-^. » -^“ st *■• 

a - 

'.....„ i.?«t ««« :.,.ff»r. S «T..«:tofth-.. 

could not be determined. «V™ SSC considers 
savings resulting fro. the ccnsoUdatron of 

procurement /contracting functions would be largely .«» 

d ,e to de centra 1 i rat ion of the -revising funct.or.s w .. 
* A VK E SSO has successfully consolidated at field Support 

Offices and the addition of buying staff at AAf.S 

The failure to come to grips with this issue 

Headquarters. The fanu 

0 It wa s concluded unanimously that each service is 
accompl i shing its mission admirably in the face •« 

unprecedented competition from commercial reta 

0 There are rlshs associated with merger of the 

merchandise procurement function on real or customer 
percieved service levels. »avy and harine Corps 
ustomers may be disenfranchised due to a change in the 
buying structure, which would distance the buyer from 
customer. Although these rishs are real and customer 

alt, i» • fragile commodity, as evidenced by the recent 
^successful merger of two retail giants. Ames and Zayre. 
tb .,e concerns were largely dismissed or given footnote 

For every one customer in a hundred who is 

consideration. T or every o 

— — 

at least $J-0 million per year. If 
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-ss giver. only a 

r esulting • r=ir ' c • 

... .. would offset *4 -mien of T...... 

probability *»"-*• 

s ^ievei thre» S !-. ccr. s c : i i »*-- = •■ • ^ 

.. of the study group was to s-.y 

-v, fact that tr.e m.ss.c.. o. 

» , ; r v-e . j.ne or higher .eve.s 
.-a c'-ir.ges that maintain t..e 
recommend c.-ii'a i i v 

, ser vice to the customer was generally 
cf brand selection a..d 

r«i J eration in the conclusion of this 
given little or no cor.si--er.tio 

focus group. 

1 ^rreDtion of the group that 
t* was the general percepts 

- «• -7 *■ 

t price reductions. There was no factual 

C ° ted this critical consideration. It 

n-esented which supported thl 

«... .<■ «... >«• •» 

.... - — - —•* * *• 

. it - 7 — * 

' it would be better for the group to 
study team that it wou. 

/ e form of consolidation than to have a more 
recommend some for . .i v 

,hi> lt „ t . ........ “ 

— ,a * u “- ™’ ■ M ... .... 

^ As a consequence. no 

at hand . . _ v « associated 


B-4 


c , - reelings were th*t the services were 
*■-» ^ ocus gro'-r * 

during t.. * . * . - -er s ver e we . 1 

v .„-.re:e:.t functions we... c 

r-,T-'”' , "'"t..e*rr--' v ^ ( 

' er " ....... nct ie reduced i^cv.se 

“ rve :. d :!L <^ 0 * - •* af?recuiie * x ’ er - t - 

‘ . “I.;" t ,.t there might t. see personnel swings that 

" ” o' * dat ion but these were not quantified, 

would result from cons o{ 

• .on of the NAVSESSO attendees that 

It was the opm ■ procurement function was the 

‘11 * «« “ » -« - - 

-"=“’ a r,t ; i, «• «*«“ " 

consolidation were given 

"rl’r ITf «. .«*! 

* uh “ ,h .... .... «. «' 

....... .«••«»«- ™ “ v,es! ° 

* ’ ; .. „ «... •»»“« *"> 

consider that t ere reasons for 

of the procurement function. 

. consolidation of the pr 

a- the current status quo are attached, 
recommending the 


j . M . HABECKI 
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QvJC 


the exchange -v.ee, are . — » ^ 

T^ssior - providing goods an. -vices- — ary P— 

a ; d their families at a savings «. Seating ^ofita *« 

am . - "If ^ ain't broke - don't fix it. 

KVP. programs 

, rmanc , has been achieved in a period of 
unpr ec edented turmoil in retailing. X period wherever 
retailers have merged and gone bankrupt Bigger 

necessarily can rea ct faster to changes which 

irdividual exchang 

1 ° i roos reductions based on 

Mlll result from base closures and troop 

1 , V The individual exchange 

* dramatic global changes. The 

C Zl ZJr «. «... .*=• ^ 

5er Vi ttar relate to their needs during 

system would be and can better relate 

1 . .< “ P ° 

. ; *. jack of inter - service competition 

”4,.< *. — -«■ *“ ■ 

_ - “Taking Care of our own. 

- -pyid® of ownership. Taking 

L ° S ' S ° , the Havy is a very favorable position from the 

status quo for the navy u j 

, status >1 .. orovides excellent 

int that the llavy Resale System presently P 
point that tn lt pr0 vlde savings 

a .ni service to their Havy community. P 
goods and s responsive 

n ouality merchandise to Its patrons. It is very r 

ands and customers, while contributing the 
to local comm m to its MVR program. HXVRESSC 

highest dollar amount per capl 

has the best return on cost and best net worth of 
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e c a r, ; e services 


NAVrESS:, is pcise 


slutior.ary organ i : at icr.a ) and operations) 


-e s 


are deigned to ensure continued success in a --easing), 
sophisticated and aggressive retailing industry. Any merger 
would carry with it a degree of risk that is not justified by 
the minima': savings that may or may not he achieved. 


B-7 



FROM : 


Marir.* corps Attendees 
Chairman- .'cr.es II Study 3rcu? 


■ iii Mission and Objectives 

,21 Exchange Service Purchasing --reduce. 
.■ 3 i r,ra f t. F.epcrt 


!. Regardless of whatever decision is reached as it relates to 
consolidation, the Marine Corps Exchanges should be allowed to 
continue to operate as a division under the Marine Corps 
Consolidated MV* system Consolidation of MV* businesses should 
be considered in the future due to the increased efficiencies, cost 
savings and loss of appropriated funds to support MV* activities. 
Th e Marin. Corps' testing of a consolidated system will prove 
invaluable when this issue is addressed for all services. 

2 . Eased upon the mission statement (end 1) the following is 

submitted . 

O Is consolidation feasible - Probable. 

The Exchange systems carry approximately 80% of the same type of 

items. They may vary in depth, vendor or pricing but the 

assortments are similar. The different merchandise that makes the 

different (20%) would have to be considered 
exchanges unique and different 

and a way found to maintain that uniqueness. 

O IS consolidation cost effective - Not Probable. 

The exchange systems all vary in the way merchandise is procured. 

At any given time merchandise can be purchased with terms, dating, 

freight, rebates and allowances negotiated to reflect different 

cost prices. The Exchanges are probably purchasing merchandise 

that would preclude any major savings, taking into consideration 
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bidder. • abor 


Ccst savir.p 


■ - y - ^ e realized a i 


- e savir.es wou 


. c i- c - - r e .eve. e r. ■. i * 

adiir.r adti-:cra. : £ 3 ' * ” 

-- = 3 ccr.ss*. idatisr. increase efficiencies'- Frcbahie. 

;t is probable that efficiencies could be re.’, iced in areas of 
ourchasi no (end 3, based upon duplication of efforts by the 
afferent exchange system. There cou.d also be efficiencies 
realized in HIS. transportation and distribution, personnel, 
accounting and other areas related to retail sales. 

3 . without the proper system (HIS, Warehouse. Transportation, 
Accounting, etc.) in place, the Marin. Corps cannot reco-mnend 
consolidated buying. However, with the support system in place 
and substantial savings and efficiencies identified, the Marine 
Corps could recommend partial consolidated buying of selected 
classifications of merchandise. 
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:rccecure 


w-ulc rea:i:e r.c e f f : c : e r.c : e £ i" prar-ires a:. 

i. The patrcr. would c c .vc i r.u e ho er.;cy a high 

..rviee with the ava i i abi 1 i ty cf personal ear. 


H , th the oacron by merchandise personnel (buyers,. The patron may 
pay a higher price for some items if the exchange does not buy in 
quanti es that are large enough to receive lower cost prices. The 
patron would continue to benefit from the assortment of merchandise 
that local level buying ensures. The ability to react to everyday 
pricing and promotions from competition would remain as a strong 
advantage. By ulitzation of distributors the Marine Corps exchange 
not only takes advantage of the vendors expertise, but reduces cost 

c£ labor, transportation and warehouse/distribution cost. The 

^ability of headquarters to ensure proper stock levels, 
assortments and pricing of certain items or classifications is a 

concern . 

b partial Consolidation: With partial consolidation, the 

Exchanges may reduce payroll expenses. Additionally procedures for 
some functional areas such as security and personnel training could 
he standardized. Systems such as MIS could be upgraded resulting 
in better management control. Customer service could be improved 
because of a better in stock position for some basic merchandise. 
The patron should also benefit with uniform pricing by all 
exchanges within a specific shopping area. 
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’p-’p' «-.wevsr the matron could 
directed fr sir. a He aaquarters .«.*>. --** 

>.. e r level of customer service te_3i.se of 
recei.e a • ~ ^ c - 

standardization of stores and the lack of f — ;bi itv that now 
a nows the exchanges to quickiy react to the specific needs and 
wants of the loci popuiation. lr. addition., the m erchandise staff 
would be removed at the local level making communication with the 
local patron virtually impossible. The stores would lose the 
identity they now have based on an focused stock assortment. 
However, Full consolidation should provide for more systematic 
cata 1 Dos and promotional events and better utilisation of availible 
C o-op participation from vendors. There could he savings in the 
area of private label/house brand merchandise. There could 
be saving, in the area of transportation and distribution. HIS 
systems would have to be consolidated/upgraded without duplication 
of efforts. There should be savings generated he at buying level 
because of quanit/ discounts , allowances and terms. There could 
be possible savings in existing areas that have different exchanges 
competina for the same customer. The ability to negotiate local 
direct delivery contracts becomes more difficult and time 
consuming . 

d . separate Systems with Specific Recommendations! As a 
separate decentralized system, the Marine Corps Exchange System 
would continue to service the patron well and provide adequate 
funds to support the m programs. However, a standardized grading 
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CONSOLIDATED EXCHANGE SERVICE 
CONCERNS 


, strictly a etatistical viewpoint, a complete consolidation of the 

, 5 ,e services may appear to be cost effective and desirable; 

Iver the projected savings can be greatly affected by the following 

angible issues: 

A Each exchange service has significant philosophic variations within 
their area of operation. For example, AAFES has a vertical manage- 
ment structure the Marines are integrated with the MWR, and the 
Sivy has direct distribution of dividends. The projected savings 
does not address the tremendous impact to the operating environment 
fnd corporate culture. These changes effect the retail operation and 
aseuae the consolidated Exchange System would operate in a smooth 
"AAFES-like" environment. 

B Exchange management reporting to a Board of Directors comprised of 
military representation is needed to assure response to the 
military customer. 

C Consolidation requires compromise, cooperation and a willingness 
to make changes. Each of the three Exchange services are 
luetif iably proud of their operations. A consolidation will 
reauire significant changes to the way business is conducted 
Ae%>art of 8 human nature, we are all generally resistant to change. 

A hostile consolidation will surely fail and the customer will 
suffer . 

n While there are obvious efficiencies in centralization; experience 
tells us the?e ie a "point of diminishing return", e.g., at some 
, t , centralization, we cease realizing efficiencies and 
become inefficient in attaining desired goals/efficienciea. 

with rewards to consolidation, no one knows where that point is, 
b^it is possible that AAFES is approaching that point, or may 
^ireidy have reached it in some areas. This could significantly 
distort projected savings. 

R All savings assume a mobile work force and a possible EIF 

This win probably not be the case. Projected savings cannot be 
realized in less than five years. 

F A consolidated exchange would be one of the largest ret** 1 

F ‘ organizations in the world. This requires *i«hly skilled 

management equal to, or better than our competitors Hal Mart, 

V Sears etc A consolidated exchange system would have 

to^be^competitive'with regards to hiring and retaining thi. kind 
of managerial talent, i.e., pay scale, fringe benefits, perks. 

G Much of the projected savings can be achieved with a partial 
consolidation of the three services. 

H A bigger organization is more visible and bears the risks of 
increased political and bureaucratic Influences. 
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or- prcvi ie full details and ra'.ior.sle fcr your 
;i:ir.a*es c: a :$\ sales loss and of a til million profit 


■ s : ; - a *. e s 

: e d ■ j c t i o r» 


Kinder son Hall MCX and Fort Myer >AFE£ exchange ara within ; , ; 

close proximity such that patrons at either Installation, -ir-a^. •) 
conveniently shop at either facility. J 

Henderson Hall retail sales are $21 million^ Fort Myer is 
Sll million - a difference of $10 million or 47%.^ ”« 
assuned- that each buying group could have merchandised its^ - 
store in whatever manner it wanted to. ' . ^ 

ss^srsw ss-wwa »>?••»*••' 

roughly 2 3*« . . . 

He conservatively used 15* to include . factor for^hosm fej 
patrons who would ^°" 9t ^ a ^at“n -e the^re^ y^ 
wanted was not * th * changa to Ames' mere hand! sev t; ' 

^Ut!‘T.,nTt:rU suf f ered*16t sales loss from - 

change made by Ames. 

■ares ;u^s§ 

lost sales of about $255 million. 

. fK.t nros* Drofit lost would bo partially offset 

profitability factor to use. 

our analysis assumed thet^evy/HerCorpe' ^ 1 

t&A'tS exchanget%oeeibly %**»•**• 
to enother but with no net change in total. 
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the CFF’CE of the assistant secretary of defense 

WASHINGTON DC 20301-4000 


CE 

ND 


management 

PERSONNEL 


14 AUG 1390. 

Ms Jill Manning 

KPMG Peat Marwick 

1601 Elm Street, Suite 1400 

Thanksgiving Tower 

Dallas, Texas 75201 


Dear Ms Manning: 

A Department of Defense study group is now reviewing the 
feasibility of consolidating the military exchange systems. 

One of the exchange services has projected a 15% loss in 
sales volume and a $25 million decrease in profit, if the 
exchange operations are consolidated. Inclosure 1 details 
the questions asked upon receipt of these projections and 
inclosure 2 is the rationale provided to support those 
projections. 

I would appreciate receiving your opinion of the 
appropriateness of the rationale used in making the 
projections. While the two stores are closely sited, they 
are distinctly different in size, merchandise assortments and 
price lines. Specifically, is the comparison of two stores 
sufficient to project trends for the entire system? 


Thank you in advanc^ for your assistance. 
Since! 



W. Michael Moreland, 1 
Chairman, Inventory Management Focus Group 
DoD Armed Services Exchange Study Group 


2 Incl 
as 
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6 AvCw'S t 1?^'.’ 

Dive E-inder. NAVFESSO 


or. 7 Augus t and page 7 of Navy/Marir.e Assessment 

of study 


1 . 


Flease provide full detai 
estimates of a 15*4 sales 
reduction, to include t 


Is and rationale for your 
loss and of a $25 million 


profit 


Specifics on merchandise variety reductions, 
i e , what merchandise is now being bought by 
Navy and Marine buyers that could not be 
purchased by a central buyer, and why) show the 
dollar sales and profits by each category that 
can not be bought centrally. 


b What changes in pricing policies were assumed, 
and why? What are the Impacts of each? 

c. What stock assortment changes were assumed, and 
why? What are the impacts of each? 

d. What more expensive purchases were assumed, and 
why? What are the impacts of each? 

e . What mark down changes were assumed, and why? 
What are the impacts of each? 

f. Detail any other assumptions and the rationale 
and impact for each. 


d> Show vour assessment on the impact on small businesses. 

How many vendors now supply NAVRESSO and what are the net 
dollar purchases? How many of these vendors meet 
standard Federal definition of small businesses and what 
are the net dollar 1 purchases from the.? How many 
vendors supplying what merchandise categories valued at 
K f dollar amounts of purchases would not be or could 
"ot bf c^tin^d u^r l centralized alignment, and why? 

s When a comp.titiv. environment exists, suppliers compete 
Till other supplier, for business. Detail your rational, 
^nd lTst specific examples and the impact, of each 
instance where the existence or ab * e ^%|I s 5 AFES 
contracts influenced the outcome of NAVRESSO 
eol ici tat ions/con tracts . 

Since these point, were briefed by NAVRESSO on 7 Augu.t, it 
is Assumed the information requested is readily available. 
Please forward it to arrive here this week. 


Thanks . 
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o- - s * i or. : . Fr.'Vlie full details and ration vale fcr your 
. j, - ^ - e s of a 1-N sales loss and of a t-25 million profit 

red-jet ion ..." 


Ar.sver : 

Hall HCX and Fort Myer AAfES exchanj* are within 
close proximity such that patrons at either installation may 
conveniently shop at either facility. 

Henderson Hall retail sales are $21 million, Fort Myer is 
311 million - a difference of S10 million or 47%. We 
assumed that each buying group could have merchand.sed its 
store in whatever manner it wanted to. 

ssjrffisvs sjrwss: sw.«s»^ 

roughly 23%. 

ye conservatively used 15% to include . f»^or for thos. 
patrons who would *° m9t ^.uS"t“n »e looked st ?h. 
wanted was not j t h“ change to Ames' merchandise 

assortment^ a * 2 ayre°S tores suffered’^ sales loss from the 
change made by Ames. 

2^-*, sia-rs.a ; |.n Kfa.s.'sai s-wa* 

lost sales of about $255 million, 
we assumed that gros. . profit 

r «i« SHE. i. the appropriate 
profitability factor to use. 

our «*« «sg«;ssK 2? :™ d 
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Peat Marwick 

Citified Public AoCCKJftJirrt* 


$u ; :e ?u '^4 200C 

Tn»i»sgiv;r.j *yw«r 

•eot 5 :rr Sue*t 
C»II«.TX 7J201 


August 17, 1990 


Hr* V. Michael Moreland, C.P.H. 

Chairs an, Inventory Management Focus Croup 
DOD Armed Service# Exchange Study Croup 
Building 3037 j Ifevphibase Little Creek 
Norfolk, Virginia 23521 

Dear Nr. Moreland: 

As discussed in our phone conversation on August 14, 1990, ve have reviewed 
the KAVY/USKC assessments of anticipated sales losses and profit reductions in 
connection with the feasibility study of consolidating the military exchange 
system. Based on our understanding, theae estimated losses are projected from 
the comparison of only two stores within close proximity. The KAVY/USMC 
exchanges may differ greatly from the AAFES exchanges in size, merchandise 
assortments, price lines and geographic locations, and it would be difficult, 
based on the limited information, to project anticipated losses due to a 
consolidation. Based on these facts, thare appears to be insufficient data to 
project anticipated losses la ths event of the consolidation of the military 
exchange systems. 

If I can bt of further assistance In this feasibility etudy, please feel free 
to give me a call at (214), 754-2379. Thank you. 


Very truly yours, 

KPHG FEAT MARWICK 

JLif 

*PM1 Marshall, Partner 
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tenure dm • The study group proposes that a consolidated military 
CONCERN. The study g wv current AAFES operating systems 

exchange syste- distribution). These operating systems are 
(procureme t, * . t a se t of desired merchandising and 

St T^nn' strat^ies. Merchandising and marketing strategies are 
to the'needs of Individual retailers based on their 
Some 'and competitive market struoture. 

. nft ,Hrant differences in the merchandising and 
The w'ptinn strategies of AAFES exchanges and those of Navy and 

NEX/MCX 

Controlled regionally/ 
locally 

Coaraon systemwide 
policy but individual 
pricing established 
regionally/locally 
based on competitive 
environment 


AAFES. 


STOCK ASSORTMENTS Controlled centrally 


PRICING 


Common Systemwide 
Pricing 


MERCHANDISE 

FOCUS 


Primary hardlines/ 
consumables oriented 


More heavily 
softlines oriented 


T . t , hi f f erences In merchandising and marketing strategies have 
Th ®?!oH «?vl the differing competitive market structures of 
evolved to Navy and Marine Corps realize e much greater 

the services. The Navy ana a v United States 

?^S°So« AA?ES Oversea accounts for more than 40* of AAFES 
than does AAFES. hereas N avy and Marine Corps exchanges only 

t0 i?i.S e » M Sf SirldSide sales at overseas locations. This 
achieve 19.5* o dramatically more dependent on 

means that the nex ana mu* Det m ve retailing environment than 

f a 44F« S fllso a AAFls exchanges iithtn the U.S? are generally 
is AAFES. Also, aafes e^ « es than NEX and mCx exc hanges. 75* 

i» C ?he U S Markets in which NEX/MCX exchanges operate are In the 

;: P i ;5o u :««S k ; Vr >j» £ ; s „;;n 3 { SIKHS.. ....... 

Management) wrket ran top 10 ]j S4HM market rankings. 

SsjfdLs: snswrau* jt ” 

concentrated In these warkets. 

m — »».■>} jshsu ■» 

5STS55 to competitive pricing In these markets. 
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. , mor p likely to live on the private economy 

The NEX/MCX customer is m0 ^ e “ proportion of Army and Air 

than the AAFES customer. 9^ P housing than Navy active 

Force active hat fewe? -captive" customers than 

»«^c Per ?h^Sk/MCX must have merchandising and marketing programs 
AAFES. The NEX/MCX back to the military base. 

designed t0 ^relies on direct mail advertising to a greater 
Therefore, the HEX relies applies specialty retailing 

extent than AAFES while itself rrom its competition. These 

marketing* techniques 6 require a decentralized management approach 

to be effective* 

* nuant Itative model available that would provide 
There is no staple loss that would be incurred at the 

an estimate of the sales lo s change of merchandising 

NEX/MCX retail outlets resulting [™” n bh t e ^t 9 example of a merger 
and marketing strategies. similar to the proposed merger of 

in the retail Industry that is amount chain, 

the military exchanges. «*«» ! n October 1988. Ames stores 
acquired Zayre ^ sc ™Vs S ur^nlzed arias, while Zayre stores 
operated primarily " 1”* T he marketing and 

generally operate .. Ames stores were applied to the 

merchandising strategies ° , New Y ork Times article of 11 

Zayre operation. As ^P°rted In a^ew^orK^^ ^ 

ft P r J 1 rf 1 | 90 A a Tt- eS "As it y turns out, Ames has failed miserably, 
stated in part. . As * nW 1p5S0n 0 f how not to merge two seemingly 
providing a " ear : b ?*t Sot “L it been unable to revitalize 

well-suited companies. sales at those stores have 

the Zayre ® t0 ? e *' ' f series of strategic blunders. Those 

declined about 16 * after a series o st0 ’ es as well as their 

Included changing the/name of tMzayre 
pricing and advertising policies. 

Today, AAFES, HEX ^* d js* n g e and S airketing S practlces have 
customers. years based on their customer profile 

has continued to be successful despite unpreceoe seo pos 5 tloned to 

s:*, ; * : 

incurred as a result of the proposed aerger. >. ■>?%* 
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Industry Quotes 

Centralized support functions, decentralized management 


"By the end of 1990, as much as 70-75% of our merchandise 
will be centrally merchandised. We've found centralized 
merchandising is more efficient so we can pass price savings 
on to customers.” From K Mart's 1989 Annual Report. 

High performance retailers "...tend to be the 'captains of 
their distribution channels'. These companies have become 
powerful players in the distribution channel because of an 
ability to deliver market share and/or through ownership of 
the source of supply. technology represents a major 
commitment and continuing investment." Management Horizons, 
Spring 1989 Management Conference. 

Federated Stores, Inc. is developing a new, more centralized 
buying strategy that could save it millions of dollars and 
enable it to lower its prices. 

by Tho Dalian Morn lnM Hews, July 8, 1990. 

"Our distribution centers process 80% of everything we sell 
in a Wal-Mart. Due to technology and new equipment in DCs, 
they routinely process 200,000 cases a day. We have lowered 
our costs and dramatically added to our overall capacity.^ 
With technology 'regional merchandising can be done today'." 
From David Glass, CKO, Wal-Mart, in January 1990 issue of 
Discoun t Merchandiser. 

"The retail organization , will be flat, lean and very 
decentralized as information technology increases senior 
management's span of control. Middle management will all be 
disappear as information flows directly up to higher 
management or further down into the organization for analysis 
and decisions." From Dan Sweeney, Chairman, Management 
Horizons , in The Dalla s Morning Newa^ June 12, 1990. 

"Decentralized management had been a difficult way to run a 
business due to the need to coor dinate buying, aarketlngi. 
advertising . But technology (worldwide satellite 
communications, distributed information systems, expert 
systems) and intensified local market competition will 
transform decentralization into the preferred organizational 
option. Decentralization will represent the business 
response to greater diversity and greater democracy in the 
marketplace." From Management Horizons' Rfltalllnff 2 QQQ . as 
reported by Inside Retailing. June 18, 1990. 

"The Limited stores use store profile clustering to tailor 
their merchandise mix to local trading, resulting in a 
maximized sales opportunity at a reduced inventory 
investment." Management Horizons, Spring 1990 Management 
Conference 
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Appendix C 


Management Information 
Attachment s 


System 



HARDWARE 


I. DESCRIPTION: Computer processing is centralized on IBM 

-V; 9 (-, class computers manufactured by Amoahl Inc. In Europe, 
a few online applications run on an IBM 4381 computer. 
Processing at the automated distribution centers is 
accomplished on state of the art DEC mainframes. Decision 
support systems are on an IBM 4341 in Dallas. 


II. ASSESSMENT: Mainframes are upgradeable and positioned 

well for growth: there are no foreseeable restraints. 


Ill FUTURE SYSTEMS: Several projects are underway to upgrade 
and * improve capabilities. Processing power and memory on one 
of the IBM 3090s is set for September 199u, Contract was 
awarded to double disk capacity over the next two years as 
growth is required. Decision support processing will move to 
the mainframes to provide more processing flexibility as well 
as growth capacity. 

Mid-range computers will be installed in all CONUS main 
stores after a contract is awarded in late 1990. 


OPERATING SYSTEMS 


I DESCRIPTION: Operating software is IBM MVS/XA using IBM 

VTAM as communications interface. The data base management 
system is IBM IMS. Systems development interface is IBM TSO 
IBM VM will be used for the decision support system once 
migrated to the mainframes* 


II ASSESSMENT: MVS/XA and IMS fully satisfies the 

production processing needs of AAFES. Oracle is being tested 
on the mainframe; it has been selected as the relational data 
base management system for the future store level midsize 
computers . 


Ill FUTURE: Consideration is being given to using a state 

of the art relational data base management system at the 
corporate level. Data could be passed from and refreshed bv 
the production IMS data base management system. Many 
companies have both relational and non-re 1 a tiona 1 data bases 
The non-relational data base managment systems support the 
company's investment in their particular program code and 
application systems investment. 
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I DEBCF I PT ION: A leased line network, using NCR Com ten 

f l on t end and remote communications processors with IBM bDLC 
protocol, extends throughout CONUS and the Pacific and to 
portions' of Europe. Europe is primarily served by a public 
packet switched network, interconnected to the private leased 
line network. In CONUS a separate network, reaching to 
virtually every facility, is used for check cashing approval 
and credit authorization. This network is also used by Coast 
Guard /Navy clubs, commissaries and other non~AAFES avtivities 
on a pay as you go basis. 

II. ASSESSMENT: Hardware and Comten controlled 

telecommunications are state of the art technology and 
positioned well for growth. There are no foreseeable 
restraints for either of these areas. The check 
cashing/credit authorization network has far outlived its 
life cycle expectancy. Its technology prevents badly needed 
expansion . 

III. FUTURE: Seven of the 11 Comten processors in CONUS are- 

being replaced by a satellite network. One hundred and 
thirty leased lines are also being eliminated. This project 
is over half completed and will be completed by September 
1990. An RFP is nearly complete for replacement of equipment 
on the check/credit authorization network. Complete 
replacement is expected to' take two years thus eliminating 
present technology constraints. 


/ 


09 Mar 90 


Technical Information Paper (TIP) 


Page 1 


waIV-RA^S: Amdahl 5880MP, 23 MIPS, 96 MB, 48 channel, 

‘ Amdahl 5S90/400E, 55 MIPS, 256 MB, 96 channels 

OP-RAT^NG SYSTEM SOFTWARE : IBM’s MVS/XA with JES2, Release 2.2 

IBM’s VTAM, Release 2; will upgrade to Release 3 in April. 
IB M's IMS DB/DC, Release 1,3; upgrade to Release 2.2 in 2Q90. 


DASD: 


IBM 3380 Single Density: 
IBM 3380 Double Density: 
Amdahl 6380 Double Density. 
Amdahl 6380 Single Density: 
Total : 


55 GB, 
30 GB, 
120 GB, 
10 GB, 


88 actuators 
24 actuators 
96 actuators 
16 actuators 


215 GB, 224 actuators 


Local 

Remote 

Total 

1163 

1775 

2938 

‘ 132 

616 

748 

432 

142 

574 



- . — — 

— 

1727 

2533 

4260 

466 

774 

1240 

29 

' 28 

57 

10 

32 

42 


EDAS: Amdahl 6680; 256 MB of high-speed, solid-state storage vith 

battery back-up; used for small, very high activity files. 

MAGNETIC TAPE: IBM 3480: 24 drives, 19,600 cartridges 
MAGNETIC TAPE. mb 367Q; 3 drives> 3 , 500 10.5 inch reels 

TERMINALS: 

MAINFRAME ATTACHED: 

VDTs (327X, 3180, 319X, 347X) 

Printers (Dot Matrix & Laser) 

PCs (Coax attached as a VDT) 

Total 

STAND-ALONE (not MF attached): 

PCs (Dell, Epson) 

Laptop PCs 
Special Purpose PCs 

COMMUNICATION PROCESSORS: 19 NCR Comtens at 6 locations in CONUS and 

8 locations overseas; all COS capable. 

CONUS SATELLITE NETWORK: 

Contractor: Hughes Network Systems 

Master Earth Station:^ El Segundo, California 

Number VSATs installedr-m*' (this total is changing almost daily) 
Number VSATs planned by September, 1990: approximately 130 

-RJB SITES: 15 major sites attached to Dallas (ERs,0BS f DCs); 

335 facility level sites attached to Dallas; 

445 dial-up sites (mainly FPOS/RPOS) attached to Dallas; 

serviced by 70 dial-up incoming lines. 

404 sites (mainly X.25) attached to Munich. 

FAULT TOLERANT TRANSACTION PROCESSORS: Three IBM System/88, Model 082, 

each with 48 MB of memory, 448 MB DASD (Atlanta & Oakland) or 
768 MB DASD (Dallas). . , 

Attached Terminals: approximately 1222 micros, 4500 keypads. 

Total Transactions: 323,000 per day; peak of 5 per second each; 

average response time of 6 seconds. 

By Application: . Credit - 27,000 CVS - 213,000 Other - S3, 000 
Highest single dey (8 Dee 89): processed 452,000 transactions: 

(Credit - 46,000 CVS - 215,000 Other - 191,000). 
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iiA 1/5 fl 2 MIPS 8 MB); with 5 GB of DASD; 

EIS ^approximately 40 attached terminals (VDTs and printer,) . 

T - w ,,. 1 /BU ( s MIPS. 32 MB, 16 channels) with 
EUROPE ^ N ^ E ' ASD .( 25 GB, 24 actuators); IBM 3480 Tape (8 drives). 

AO S^S. 01 S 1 SS 1 S5S E {3*Si) and one DEC 6320 (64MB); with 7 GB of 
DASD approximately 240 attached VDTs. nasn- 

NEWPORT NEWS: T^o DEC 8530 (48 MB each); with 10 GB of DASD, 

«, - . - - — 

„ua, <^« ’■» : “ a » >>. -» ■ - - — 

approximately 40 attached VDTs. 


APPLICATION/USER SOFTWARE (Dallas Mainframe Only): 
~ . r««c,,e»-anf Concurrent 


IMS 

TSO 

EMC2 

RMDS 

NOMAD 

FALCON 


Total 

IDs 

7,031 

2,594 

5,381 

6,484 

2,700 

1,577 

25,767 


Concurrent 
Avg. Users 
625 
105 
300 
35 
6 

20 


Concurrent 
Peak Users 
674 
142 
550 
60 
13 
30 


Transactions 
Avg. Per Day 
212,323 
148,342 


42,342 


1,091 


1,469 


DATA BASES: 120 

APPLICATION PROGRAMS: 6,000 

VOICE COMMUNICATIONS, Commercial (CONUS only): $S 3 3 ,° 0 0 per year for 

58 200 hours (Down from 75;000 hours in December) * 15 cents per 
minute. Carriers are AT&T, MCI and Sprint. 


DATA COMMUNICATIONS: 

Dedicated Point-to-Point Circuits 
TRW Multipoint Circuits (1,244 drops) 

VDT & Printer Circuits -(CONUS only) 

Backbone Trunk Circuits (Comten to Comten) 

Total Dedicated Circuits/Cost 

Geographical Mileage (dedle.t.d ^■'^lta c.nly) 
Domestic (includes Oakland-Hawall and Oakland-Alaska) 
USA to Europe 
Hawaii to Pacific Areas 


No. 

25 

169 

28 

222 


Annual 
Cost 
$3.2M 
1 . 3M 
1.0M 


$5 -5M 


Total 


Dial-Up Communications (RPOS, FPOS, RJE) 
CONUS 
Pacific 
Europe 

Total Dial-Up Cost 


77,381 
17,943 
8,916 

104,240 

Cost Annually 
$ 65,551 

76,550 
144, 144 


$ 286,245 
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DISTRIBUTED PROCESSORS: 
(OVERSEAS) 


In Europe, 22 11990's most with 100 MS o£ 
DASS; 19 TI 3C0 ' s with one 17KB or one 40 MB 
drive. ( 

In the Pacific, seven Tl990's. 

Also, systems in Alaska, Panama, Puerto Rico 
and the Azores. 


DISTRIBUTED PROCESSORS: 
(CONUS ) 


Three 11990 * 3 , 
all with from 
13 TI300 ' s use 


one each in EN, IS-D and FDC; 
100 to S00MB of DASD. 
d for MCSS , all with 40MB of 


storage . 


LOCAL AREA NETWORKS ) jjo^workst at ion s^and^40 S printers^ 5 jllTwl 

in^AA^S-Pae^ supporting^ 26 worh.t.tl... H printer,. 



DATA PROCESSING 


AT WACO DISTRIBUTION CENTER 


Cu r c z ~.~ ■ 
1 oc • 1 area 
our cental 
printers, 
repeaters 


f r center was installed in Augu 
network hardware cost mere tha 
processing units (CPUs), disk 
visual display terminals (V$7s) 
and IBM to DEC and DEC to DEC c 


st 1938. Our computer ar.d 
n S 1 , S00 , 000 which includes 
drives (DASD) , tape drive, 

, terminal servers, network 
ommunicatiOD devices. 


Our hardware consists of: 

1 2 VAX 8530 Central Processing Units (CPUs) clustered together. 

Each CPU runs at 4 million instructions per second (HIPS) for a 
total processing power of 8 KIPS. Each CPU has 32 megabytes (MB) 
of internal memory. CPUs can run clustered or separately. 

An SC008 Star Coupler couples the two CPUs. 

5 2 HSC50 high speed controllers for our disk and tape drives. Each 

of our disk and tape drives are dual ported to give us redundancy. 
Our I/O devices will automatically switch over to the good con- 
troller should one of our HSCSOs fail. 


3. 


15 RA81 disk drives each holding 456 megabytes (MB) of data stor- 
age. Our system, programs and application files. are shadowed to 
a second disk to provide data redundancy. If a disk drive fails, 
the system will continue to process (read and write) from the 
shadow set. 


A One TA81 tape drive which can record at 6250 bits per inch (BPI). 
The tape drive is used primarily to back up our data files once a 
day, and to load new programs. 


5 One DECS A SNA gateway which communicates with our IBM mainframe 
in Dallas. A dedicated telephone line between Vaco and Dallas 
connects us to the AAFES worldwide network over which data is 
sent to us and ve send back files every day also. However, ve 
rely mostly on this connection for our electronic mail system 
which we use to correspond with AAFES people and units all over 
the world. y* 

6. One DECRouter 200 which connects us to AAFES’ other DEC computers 
at Newport News, VA, Atlanta, Dallas and Giessen, Germany. This 
DECNET connection is used for software maintenance and some fila 
transferring as back up to our SNA gateway connection. 


7. Approximately 130 DEC VT320 VDTs are scattered throughout the 

warehouse to be used as work stations at all levels of the ware- 
house. Ve do not use any graphics or colors in our system. 


a. 


10 . 


3 LG01 and LG02 printers from DEC comprise the core of our P 1 " 1 "* 
capability. Either model runs at 600 lines per minute (LFM) , out 
the LG02 is capable of graphics (barcodes, big letters, •tc.). 
These printers are located strategically around the warehouse to 
print our documents at the spot where there are used. 


Several LA-210 and LA-75 desk top printers complement our print 
capability and also art scattered eround the warehouse to be used 
where they are needed. 


2 Litton LIS-1520 high speed laser printers ($75,000 aach) provide 
•pecial print capability to give us high quality, highly readable 
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bar codes for carton labels. They print 20 pages per minute and 
are a bit unique because they will feed continuous form paper. 
(Most laser printers are sheet feeders.) 


Ve 


Kou 

and 

and 

to 


have an Ethernet local area network in the warehouse which is used 
connect all our peripherals (VDTs, printers, scanner, sortation 
•roller, and coirjoun ic at icn devices such as the SNA gateway and DEC 
ter) to ' the computers. The network reaches from our computer room 
"administration building to every nook and cranny of the warehouse 
through fiber optic cable and fiber optic repeaters under tanoac 
our vehicle roaintenance/transportat ion building. 


Our local area network consists of: 

1. Ethernet coaxial cable, transceiver cable, and RS-232 cable are 
installed in the ceiling and at 4 network stations. Several 
thousands of feet of cable and hundreds of connections comprise 
the network which was installed by WADC's own personnel. 

2. 25 DEC 2 00 Terminal Servers provide full modem connections to all 
the peripherals. Each DEC200 has 8 ports. A port can be used 
for a printer, or a VDT, or a scanner, or any RS-232 type device. 

3. 6 DELNIs connect the terminal servers at our network stations. 

8 terminal servers can be connected to one DELHI. 

4. H4000 transceivers are little black boxes that bite into the 
Ethernet coaxial cable and provide network connection to DELNIs, 
computers, and repeaters. 

5. Fiber optic cable and fiber optic repeaters (one pair). 

Between our local area network and computer, our system communicates 
with our conveyor system and the high speed scanner. From the scanner 
the DEC computer finds out which box just passed. The DEC computer 
then decides to which truck door (sort lane) the box goes. It then 
tells the conveyor system microprocessor the sort lane for the box. 

From the time the box passes under the scanner till the sort message 
is given to the conveyor microprocessor, no more than 250 milliseconds 
can elapse. The DEC system and network oust be ver? fast. 

We use the VAX/VMS operat ing 'system and we are currently running VMS 
Version 5.1. Ve use several of DEC'S layered software products for our 
system. These include the following: 

1. VAX Volume Shadowing 

2. RMS, Records Management System 

3. CDD, Common Data Dictionary 

4. FMS, Forms Management System 

5. SNA Gateway Management 

a. Remote Job Entry 

b. Terminal Emulation (lets our VDT connect to IBM) 

c. Printer Emulation (lets the IBM print to our printers) 

6. TSM, Terminal Server Manager 

7. VAX System Perfomance Monitor 

8. DECNet End Node. 

Two DEC engineers from Vaco are on call 24 hours a day, Monday thru 
Friday to maintain all' pieces of equipment, including our local area 
network. Our computer aysteo run* around the clock 5 days a week. On 
the weekend we back up and reorganize our files, do any program or sys- 
tem maintenance from our Dallas office, and install any new equipment. 
Our current configuration will maintain our operation for the next two 
years, but we constantly watch computer performance, load, and growth 
and will upgrade to newer and faster VAXes if needed. 
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AA PE S 

Accounting/'? iscal Systems 


desc ription 

Most of the 
mechanized. Major 
Receivable.. Genera 
Cash Management , 
Insurance . 


financial and accounting functions have been 
subsystems include: Accounts Payable, Accounts 

1 Ledger, Ooeratina Statements, Fixed Assets, 
Capital Expenditure Program, Budgets, and 


Th tii systems suffer the same problems as the merchandising 
These sy number coding structure has significant 

systems. The tmelliry ^ ^ financial transactions. The 

structure severely hinders expansion into new business and 
structure seve y lts capturing financial transaction data 

reporting operating r p e rror-prone. The systems are 
is bate or e^ £ iles soroe Q f which were designed in the early 
TOsrwhich preclude online maintenance and inquiry capability and 
inhibit report generation. 


FUtU - £ | consultant firm has been hired to develop a new General 
A cons ^ . SV3 tem has been defined and designed. 

Construction's underway and implementation scheduled for FY 1992 
?he new system will provide complete reporting flexibility to 

included. 


Personne 1 /Payro 1 1 Systems 

Desert pti^ rsonnel system includes all job status and personnel 

mmmm 

Phil ippines ^ < Korea^and arVprof.ssed loc/llyi Germany is processed 
on the Dallas mainframe. 



A s s e ssment 



recently been assigned to develop this capability and other 
subsystems which will further automate the personne 1 /pavro 1 1 
uroc esses . 


No new further projects are currently envisioned. Numerous 

personnel projects which will automate manual functions have been 
identified for development over the next 2-3 years. These include: 
o Online Data Base Update 
o Organization Master File 
o Elimination of Discrepancy Notices 
o Elimination of Rejected Personnel Actions 
o Electronic Routing of Personnel Actions 
o Revise Separation Action Codes 
o Mechanize Job Administration 

o Service Awards: Eligibility and Ordering System 

o Automation of Personnel Separation Information 
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Di S tri but i on /Warehouse Systems 

— C - r Yhi 1 T i arenouse Inventory Control and Replenishment system 
.‘VI . set 0 f intearated data bases that provide item, price, 
hlstorv Ind distribution data to support the major merchandising 
toms’ and the warehousing and distribution functions. The 
systems a " svstem which provides support for non-mechani zed 

distribution enters produces 15,000 requisitions, 200,000 labels 
and oler 100 management reports daily. The Warehouse Management 
sistlm is a stand-alone system which provides total operations 
for the three mechanized distribution centers located in 
lessen, wist Germany; Newport News, Virginia; and Waco, Texas. 

Assessme nt support the non-mechani zed warehouses have been 

kept UP to date and provide full functionality in support of 
warehouse operations. The stand - alone system supporting the 
merhanized Distribution Center is a purchased package. It is 
mechanize , Until very recently, maintenance and 

modi fTcations >II to the system were made by the vendor at considerable 
and time Late 1989, relations with the vendor were 
IlvIIId. additional staff allocated and all changes to the system 
are now’ accompl ished internally. 

There are few systems to support the transportation function. 
There all many processes which need to be automated. Requirements 
these processes must be defined and personnel assigned to 
develop the systems. 

Store Systems 

Descriptio n s pr( ; v ide support for a wide variety of store 

- relltld Processes. These include; check verification, credit, 
installment purchases, Wail and food point of sale processing 
mmlry control , requirements forecasting, and physical 

inventories . 

Assessme nt numerous systems supporting the stores most of 

the store* operations are performed manual ly at considerable expense 
* Thftsa onerations need to be automated. In addition 
the S million 9 of dolUrs in personnel savings, automating these 
functions' 'wiT* greatly improve operating efficiency, employee 
productivity and inventory control. 

fUtU r fhe AAFES Store Automation Project (ASAP) is ^"f/evelope, 4 
hv the same consulting firm which is developing the IGLAS project. 
Thia nrolect is well underway and will be developed In a series o 
p^anned°appU cations in threl phases. The applications -ill focus 
In inventory management, fiscal transaction systems an . d **1 
customer °sm"V ice areas. The applications identified for 
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eveiooment are: 

PHASE 1 : 

o Inventory Centre: 
o Automated Replenishment 
o Receiving 
o Price Changes 

o Merchandise /Expense Transfers 
o Shelf Label Production 

PHASE 2: . . 

o Accounts Receivable 

PHASE 3 : 

o Layaway 
o Refund 
o Cash & Sales 
o Bank Reconciliation 
o Open to Buy/Planning 
o Sales Commission 

o Store/Exchange Manager Workbench 
o Sales Analysis/Merchandise Reporting 
o Cashier Cage 

o Contract/Concessionaire 

o LMS Enhancements 



Technology 

Employing new technologies in the 1990s will allow our stores to focus on customer 
service and making the sale. Technology will help us better meet our customers' 
needs in terms of in-stock position, competitive pricing and improved customer 
service. To effectively use these new systems, we must increase the use of the 
Universal Product Code throughout our merchandise cycle. The AAFES strategic 
systems vision commits us to automating our stores with improved business systems 
support. These systems will integrate accounting, cash management, purchasing, 
and other functions and will provide managers the necessary information to quickly 
meet administrative responsibilities. 


Technology Strategies: 

1. Install installation-level computers with an expanded telecommunications 
network to link them with both central mainframes and warehouse computers. 
Telecommunications support for installation-level computers will be via AAFES 
satellite network. Installation-level computers are initially planned for CONUS; 
we will confirm their effectiveness for overseas. ECO: JUL 93 OPR: IS 
OCR: MK; PD; CM;PE;PL; ERs; DH; EN 


2. Automate store operating functions with emphasis on tasks requiring extensive 
manual effort, while insuring integration in the areas of accounting, inventory 
management, marketing and people resources. The AAFES Store Automation 
Project (ASAP) will develop those applications which will be supported by the 
planned installation-level computers and telecommunications network. The 
development of supporting central data bases will remain a top priority. ASAP will 
progress in phases which address the business priorities of the applications being 
developed. Estimated completion dates will be amended as each phase progresses. 

Initial 

Phases ' Installation Date 

0 - Applications not reqtiirine installation processors Jan 90 

(shelf label audit, sign making) 


1 - Inventory management 


Jan 91 


2 - Store accounting and cash management 


Jan 92 


3 - Other strategic and management systems 


Aug 92 


OPR: MK OCR: CM; IS; DH;PE;ERs; EN 


3 Support store automation with full integration of systems required to meet the 

needs of all echelons of AAFES. The Integrated General Ledger Accounting System 
(IGLAS) will provide the framework to route data from installation processors to 
financial and other central applications. ECD: DEC 91 OPR: CM OCR: IS; 
PD; MK; PE 
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4. Continue to refine the Warehouse Management System (WMS) under the 
Realignment of AAFES Logistics (REAL) project. The WmS is now operational at 
Giessen, Dan Daniel and Waco Distribution Centers. ECD: DEC 90 OPR: DH 
OCR: fS 

5. Improve Retail Point of Sale (RPOS) in-store computer systems to enhance store 
support and extend the effective life of our RPOS cash register investment. The new 
RPOS platform will focus on flexibility, commonality and vendor independence to 
support the expansion of RPOS as the price performance of the technology improves. 
ECD: DEC 93 OPR: IS; MK OCR: CM; PL; DH; PD; SD; AU 

6. Explore the use of voice and image transmission for conferences, workshops, 
training and introduction of product lines. As technology improves and costs 
decrease, AAFES must consider expanding its capability to disseminate information 
using the telecommunications network. ECD: JAN 91 OPR: PE OCR: IS; 
PA; PD; MK 
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ARMY & AIR FORCE EXCHANGE SERVICE 

aafes store automation project 


KMWURE COSTING DETAIL . * 

DESCRIPTION 

• 

EX 

«u ? 

PER 

CHANGE 

*D1UUU«G£ 

PURCHASE 

PRICE 

ONE-TUC COSTS — 

CXQWGE LEVEL COSTS ! 

swu ; icouu i urge i total* 

EXCHANGE TOTAL 


: 

» 


1 5 : 

$126,706 1 $168,785 i $235,310 ! 

28 J 74 ! 32 * 

TIIES T>€ IUGER OF EXCMWCES 


« 



TOTAL ESTIMATED COST 


\ 


$3,294,330 ’$12,400,090 J f7.529.9DD $23,314,340 

j ; i 



\ j 


1 » J 400.000 

KVaOFlOfT HMOMAE BBWRQCHTS 





aw (f MSI >68’ w CLfflENTLY IN 


1.000 

1750 

, ; • (750.000 


: 


! \ l 

, • I $22,964,340 

KT COSTING TOTALS 


! 


9 . 



| 


! • ' 

*, i s 

. 1 • S4.308.000 

PQS SCANNING EOJWCNT— 


• 

1 



KflE - Htfxkar* costs do not Into consideration 
tmt 1.000 E£K/Soamir« currently In u» will 
tmxm ml I able for odi er location* 


* OrlQiml wotlMtM tasad on V will cocfongea 
Actual MtiMtM basal on 26 wit wxOwv* 

- Band on at I «nc heryi le*el* <«»* ■«*»> 

far prwlo^ly ui I dent I fled eqjlpaent currartly In field 

PCS Scanning eculpaent cost 

Total froa PtysOWillC (PCS) - SLA* end MASTER 



u» 

ru 

-vl 



Oort of Teralrat Control lert/WJXIS 
In TELE CtM astiaotee 


324 363 1922 0l -'G 
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APPLICATION KMC: 
TANGIBLE BENEFITS: 
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ARMY & AIR FORCE EXCHANGE SERVICE 

aafes store automation project 

APPLICATION DESCRIPTION 


ReplanlsRaant (Cant'd) 

Anticipated paraannal savings due to automated eupport of re-orderlng would be 

$3,600,000 annually. 

1.0 Full Time Equivalent HPP per small malnstore 

1.6 Ful l v Tlme Equi valent HPP per medium malnstore 

2.0 Full Tl«a Equivalent HPP per large malnatore 

Savings due to: 

- Eliminate keypunching (TRW/USI ) of store retirements for AAEES warehoused 
and STOVES awrchandlee assortments 

- Reduce requirement for dedicated reorder associate staffs In store 

_ Eliminate manual dollar eitenslons of reorder transactions Cwhae/open 
orders) 

_ El I Ml rate Manual store Opoo-To-Buy control logs 

_ Greatly reduce the need for manual counts and/or shelf allocation review in 
support of the reorder function 

- El Hamate detailed SKU level review of replenishment reorders t>y store 
management 

- Eliminate manual record keeping currently associated with open order 
contract vendor replenishment 

- significant potential for meaningful reaction to average inventory 
investment 




ARMY & AIR FORCE EXCHANGE SERVICE 

aafes store automation project 

APPLICATION DESCRIPTION 


APPLICATION NAME: ReoolvInQ (Cont'd) 


i TANGIBLE BENEFITS: Anticipate p.r.onn.1 evln,,. due to e.oete epport of P««.».no would P. 
$8,000,000 annually. 

2 Full Tltoe Equivalent HPP per small ma Instore 

3 Full time Equivalent HPP per medium malnstore 

4 Full Tine Ecm I valent HPP per large ma Instore | 

24 Full Tine Equivalent HPP In all regions 


I 


o 

00 


Savings due to: 

- Eliminate •counting" of cartons 

- El inmate the "caller of the CRC number" 

_ £| tainate the need for “lining up Invoices" 

- Eliminate the need for extension at Sell <cost) of open order 

- Eliminate the need to key Into TRW 

_ Eliminate the need to create * transmit tal" 

_ E n n |nate the need for reconciling -0" batch/transml ttal f or matched 
receipts 

_ Eliminate the need for reconciling warehouse retail »l tlone to MSI 

_ Eliminate the need for reconciling warehouse requisitions to "weekly 
extension listings" 



ARMY k AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 

APPLICATION DESCRIPTION 


APPLICATION NAMES Prlct Changes (Cont'd) 


TANGIBLE BENEFITS: Anticipated paraonn .1 savlnga due to auto-ated support of Price CNanoea «ould be 
$1,800,000 annually. 

0.5 Ful I STIne Equivalent KPP Exchange for price change accounting 
1.0 Full Tlm^ Equivalent MPP per large store for ear* down rosiest 
processing 


Savings due to: 

- Eliminate the nan hour a required to enter SKU and dollar data and 
mathewtlcally extend price change worksheets in support of completing 
manual price change documentation (t.e. seasonal clearance, spoiled /damaged, 

o manager's specials, promotions, etc.) 

S _ Eliminate physical distribution and manual reconciliation of price change 

vouchers and tl»s host generated summary extensions 

- Eliminate preparation and maintenance of local nuot>er control logs 
associated with local price change transactions 

- Reduce manual efforts required to update local markdown budget allocations 

- Elimination of current facility unique price change suspense files from host 
processors 

_ E n n |nate need to double count and remove fashion merchandise from sales 
floor to process and markdown. 
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ARMY & AIR FORCE EXCHANGE SERVICE 

aafes store automation project 

APPLICATION DESCRIPTION 


Am. I CAT I ON NAMES Price Changes (Confd) 


Soft dollar savings of $950,000 due to: 

D Bianhaura of SAMS and Sales Associates required to physically remove 

• R ^r^nn: -- ,,oor ,n 8upport or preoir,no 

price change worksheets and PLU price maintenance 

Reduce manhours required for RPOS computer operator to key enter PLU price 

* support of all locally administered price changes 


INTANG. BENEFITS: 


intangible benefit, .-eclated with .-.—ting the Price Change *• 

to: 


■ . — -thill tv of lost documents being a cause of stores missing a 

” prTce change"* Ince all facllltlea — Intalnlng an It— — ater for SKU •*" 
receive electronic notification 


Because of electronic tranaml seton directly to the stores, automatic 
suspense* will be maintained within the system 


. Reasonableness checks (tolerances) -III be built Into the ar*«— to orocluOe 
mjor pricing errors duo to typographical errors as price changes are 
generated 


- Price change turnaround time wl I 
flash reaction to special offers 


I be eliminated to allow for Immediate or 
from vendors or discovered pricing errors 


- Accurst* price changa Intonation and promotional information -III be 
available for buyers to aid In purchasing decisions 

_ pr|c6 changes at RPOS stores win be fully automated to Include capture of 
Item sales counts cairlng promotions 


n 

At 

0 

i 

1 


8 


u 
f M 


in 

IV 



C-21 


ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 

APPLICATION DESCRIPTION 


APPLICATION NAME: Account* Receivable (Cont'd) 


TANGIBLE BENEFITS: 


Anticipated pereonnel saving* due to the automated support 
Receivable eysteia would be $1,800,000 annually. 


of the Accounts 


0-5 FUlIvTIme Equivalent HPP per malnstore 
25 FUII Tine Equivalent HPP personnel at the regions 

Savings due to: 

- Elimination of manual preparation of documents 


_ Elimination of manual preparation of trial balances 

i 

Soft dollar savlnge <Ue to: 

_ providing additional collection tools and more timely Information, it Is 
assumed that annual write-off* could be reAxced by at least five percent. 
This reduction would result In a saving of $125,000. 



• 

0 

ARMY & AIR FORCE EXCHANGE SERVICE 

• 

A) 

l ) 


AAFES STORE AUTOMATION PROJECT 


( 

n 


APPLICATION DESCRIPTION 


» 

i.* 

APPLICATION NAME: 

Layaway (Oont'd) 


n 

Ml 

TANGIBLE BENEFITS: 

Anticipated personnel e.vlng. due to eutc-eted support of th. L.yswey system -culd 
be % 5 , 100.000 annually. 




1.0 Full Tim Equivalent HPP per email walnstore 
2^0 Full Tim Equivalent HPP per mdluw malnstore 

3.0 Full Tim Equivalent HPP per taro# raalnstore 




V 

Savings due to: 


, 


- substantial ly reduce customer welting time during the Initiation and 
completion phases of layaway transactions 



0 

1 

Substantially raduco the manhours currently required to oerform the dally 
, the* layaway files for Identification of delUHweot accounts and/or 

accounts requiring cancellation 


r. 

to 

to 

_ ei innate manual preparation of layaway form and dol lar/ fee /down payment 
calculation entries 


[, 


- Eliminate manual preparation of customer follow-up correspondence for 
delinquent and/or cancelled account transactions 

- Eliminate manhours required to locate customer layaway records when the 
customer cannot produce contract 


r 


- Eliminate dally maintenance of layaway contract files 




- Eliminate dally maintenance of manual number control logs relating to 
layaway contracts 
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ARMY & AIR FORCE EXCHANGE SERVICE 

aafes store automation project 

APPLICATION DESCRIPTION 


>u CAT I ON NAME: Sales Commission (Cent'd) 


ttlBLE BENEFITS: Anticipated personnel savings due to the automated support of 
systea would be *1. WO.OOO annually. 


the Sales Commission 


8 hours/week at email exchange (.2 FTE) 
to hours/ week at aedlu* exchange (.4 FTE) 

32 hou re/wee* at largo exchange (.6 FTE) 

2 Full Time Equivalent HPP- at HO to process payroll adjustments 


- These savings assume a ful I 
only 4 exchanges testing) 


rollout of comm! slon pay plan program (currently 


Savings due to: 

_ Autonation of manual reconclllation/eudlt of saiee/refunds 

- Elimination of working fund rslafcursemsnt checks authorized by EM 

- Automation of manual preparation of re***iraement request 
_ Minimize* errors In computation of commissions 

- Minimize loss/tracking of refunds 


CLASSIFICATION OF CONUS EXCHANGES 
BY SALES VOLUME 


NUMBER OF 
EXCHANGES 

32 


AVERAGE NUMBER OF FACILITIES 
> $ 7 50k. >$1.5m >$5.0m 


74 


26 


2-3 


1-2 


TOTAL 

11 

5-6 


0-1 


2-4 


CLASSIFICATION 

Large Exchanges 
Sales volume >$30m 
( sample size-15 ) 

Medium Exchanges 
Sales volume >$8m 
but less than $30m 
( sample size- 22 ) 

Small Exchanges 
Sales volume <$8m 
(sample size-19) 

than $750, 000 in sales will continue using paper 
NOTE: Stores With less than 57 tered into the ASAP processing 

, d °^manuaUy We determined it is not economically justified to 

automate 8 these n small e r stores at this time. 

Large exchanges have many more facilities which justify ASAP automation, 
such as : 

o Main Stores (full line department stores) 
o one or more shoppette convenience stores 

o one or more service^ stations (fuel, OTC retail, service bays) 
o Burger King (franchise fast food stores) 

o Troop Stores (limited line general merchandise activity) 
o Military Clothing Sales Stores (MCSS) 
o Four Seasons /Toy land Specialty Stores 
Large exchanges also have larger facilities to automate, requiring a 
greater number of peripherals, such as. 

o VDT's 


o PC's 

o Printers 

o Hand-Held devices (FM and non-FM) 
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INTEGRATED GENERAL LEDGER ACCOUNTING SYSTEM 

This new system is a completely new approach to a 
computerized accounting system for AAFES . It is being 
custom-designed for us by a contractor in coordination with a 
dedicated AAFES team. 

Although it is a very complex system with numerous sub- 
systems, we wanted to give you, the PDW attendees, some basic 
information about IGLAS to take home with you. The diagram 
included after this narrative shows seven "bubbles" that we 
want to comment on here. 

Starting at the top of the diagram, IGLAS is designing a 
brand new, corporate Facility Master File or FMF. This new 
FMF will eventually replace the current FMF. It will contain 
all the information about a facility in one place. It will 
be available to anyone with an HQ IMS logon/password for 
inquiry. It will also be a very flexible FMF which should 
meet all anticipated AAFES needs for a long way into the 
future . ' 

Moving clockwise on the diagram, the next "bubble" is for a 
new, simplified Chart of Accounts. It will have about 300 
fewer accounts than the current chart and should be lots 
easier to use. Mainly we're putting all the income and 
expense accounts into just two number series (200 for revenue 
& 300 for expenses). The old series of 200, 300, 400, etc. 
will go away when we implement the new accounts. 

The IGLAS IMS screens will be used for on-line data capture 
of many accounting documents like TVs, PCVs, and GJVs. Two 
very important changes will apply to documents and 
transactions reported via these screens. First, there will 
be very stringent edits performed on-line. These edits will 
tell the person capturing the data while they’re logged on of 
data that isn’t acceptable. Errors in facility numbers or 
account numbers will be caught and can be "fixed" right then. 
The second change is that all acceptable data entered via 
these screens will be posted to the IGLAS general ledger 
files by the next day. 



That data will then be available for on-line inquiry via IMS 
for anyone who needs to look at it. 


IGLAS data will also be made available for those NOMAD users 
of today's combined journal data. 

Retail centers is a concept somewhat like today's Sales-Plus. 
IGLAS will allow any retail manager to sub-divide his/her 
facility into smaller "pieces" called centers, if he/she 
chooses to do so. Managers will do this by on-line 
•maintenance in two steps. First, the manager will decide how 
many centers are needed and then will assign each of the 
retail departments to a particular center. All of the 
inventory and cost of goods transactions involving a given 
department w‘i 1 1 then available for center operating 
statements. Secondly, the manager will assign each of his 
employees to a center so that personnel costs can be charged 
to the employee’s assigned center. Center operating 
statements will be produced monthly which will show sales, 
cost of goods Ind personnel costs for each center. The 
manager may also group ^centers into other centers for 
"rollup" purposes such as Sales Areas. 

The changes IGLAS is'making will help to simpl ify merchandise 
report verification in two ways. First, we'll eliminate four 
transaction codes (TCs) with some accounts payable changes. 
Secondly, we'll produce daily reports of all merchandise 
account transactions which are posted for a given facility. 

That's a real "quickie" picture of IGLAS for you. We think 
all these good changes will be in place by the end of 1991. 
and we hope you'll share these thoughts with your fellow 
employees when you return to your duty stations. Be sure you 
visit the booth for IGLAS & ASAP while you're at the PDW. We 
sincerely hope your PDW will be enjoyable and informative. 
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SYSTEMS DEVELOPMENT 


We are currently using 
development methodology 
major new development p 


the "SDM/STRUCTURED" svs terns 
(AGS Management Systems INC) 
rojects and one pilot small p 


for 

ro j ec t . 


We will be usino "SDM/STRUCTURED" for additional small 
projects in the future. We are also in the process of 
P amPn tina the "SDM/STRUCTURED Maintenance Phase to 
con troT n a 1 ^enhancement and maintenance tasks. 


We use the following system development aids* 


Excelerator 

Multi-cam 

Panvalet 

Telon 

Xpeditor 

Data-Xpert 

Superstructure 

Abend-Aid 

Easytrieve Plus 

Compare): 

Syncsor t 
SortAudit 
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Buyer Workstation Project 


This project will automate many of the tasks performed by the 
Maintenance and Coding Branch and provide a user friendly 
environment for buyers to access information and enter file 
maintenance, 

Phase one of this project wiljl concentrate on automating the 
functions currently performed by the Maintenance and- Coding 
Section. By providing on-lin;e file maintenance entry for r ... 
buyers and merchandising clerks to the Item Master File * 
(IMF), Vendor Master File (VMF), and AAFES Retail Markup 
System (ARMS) we can greatly reduce the existing Maintenance 
and Coding Section staff. 

Phase Two will provide for adding on-line file maintenance 
for Open Order/Direct Delivery and Catalog systems. 

Menus will insure all information is entered to support the 
entry of new items. Buyers and clerks will not have to be 
concerned with requirements for a specific system or master 
file. Interface to all systems will be automated and. data 
will be enter once to support all item and vendor master 
files. 


Benefits: ; 

Reduce training fo,r buyers and clerks. 

Reduce staff. 

Provide faster throughput for file maintenance. 
Give buyers more control of file maintenance. 
Give buyers more information and statue. 


Joint Services Collection System 
AAFSS as an ARMY Finance Office 


System Objective: Collection of delinquent debt thru the ARMY 
k'O'rojl deduction . A A FES acting as a Finance Office will establish 
■nd adjust PD-339 transactions once required notification has been 
provided the military customer and hie unit commander. 

Currently this system will interface with the AKMY Pay System (JSS), 
other branches of service may be added as required. 

System Summary: 

The automated PD-139 interface will provide for: 

1. The establishment, adjustment, cancellation and tracking 
of DD-139 collection request forwarded to USAFAC. 

2. The on-line review accounts in response to customer inquires 
or complaints . 

3. Automatic write-off and Journal) 2 ation of accounts transferred 
from Automated Delinquent Account Control System or Conus 
Dishonored Check System. 


4 . The proper application and Journalization of collections 
made thru this system. 

5. The ability to add administration fees to outstanding ADACS 
debts . 


6. On-line addition of, or updating of accounts as necessary. 

7. Management and statistical reports. 



SUBJECT: Executive Brief: Local Area Networks (LANs) 


There are 12 Lans: 9 HQ AAFE5 and 3 in HQ Pacific. 

Sizes run from about 15 workstations up to 120 for Support 
Procurement Division. 


Initially we did do a study for the 1st Lan which was PD in SEER 
(now in Vantaoe Bldg). The first rationalization is is there a 
need to share information in the work unit. 


once the need tc share files is identified the savings start to 
anDear* shared printers, shared communications (1 modem instead of 
IToJ iach) mainframe access one gateway for all rather than coax 

and IT! boards ($495 each). After you reduce costs by the „».armg 
of hardware then you can begin saving on software. For example 
Word Perfect is approx $230 for standalone version-for network you 
oav $230 for the fileserver and each workstation copy is approx $60 
the sameho Ids true for Paradox, Lotus and Crosstalk. 
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Introduction 


This Training Guide is for Exchange Detectives 


Automated Refund Fraud Indicator System ( A R F I S ) 


As an Exchange Detective, 
you know how hard it is to 
detect potential refund 
fraud - but no more! Now 
a computer program called the Auto- 
mated Refund Fraud Indicator System 
(ARFIS), harnesses the power and speed 
of the computer to help you. 

All exchanges, connected to the main- 
frame at Headquarters AAFES can access 
ARFIS through NOMAD2. This makes 
ARFIS your computer link to the AAFES 
wide refund information database. So, 
when you enter information from a 
refund voucher into the visual display 
terminal (VDT) at your facility that 
information, along with the information 
entered by the other exchange detec- 
tives at their facilities, g'oes into one 
large database on the mainframe com- 
puter. 

Not all refund vouchers are entered into 
ARFIS. You'll enter vouchers for: 

• Customer refunds over $25 with- 
out sales receipt 

• All employee refunds. 

• Questionable Returned Merchan- 
dise Postcards. 


Once you enter the information into 
the computer, you can tell the com- 
puter to sort the information in the 
database in a number of different ways, 
by: name, social security number (SSN), 
address, type of merchandise, etc. You 
can then review the information right 
at your terminal or print it on paper. 

Using ARFIS generated reports you can 
identify individual refunding patterns 
or data inconsistencies such as: varia- 
tions in SSN, different names or addres- 
ses for the same SSN, or vice versa, or 
similarities in types of merchandise 
repeatedly refunded by the same per- 
son. 

ARFIS information is for Official Use 
Only. Do NOT release ARFIS data base 
information outside AAFES channels 
without Headquarters AAFES-SD 
approval, except to law enforcement 
agencies. 


Pub. No. TG 01024 


ARFIS 


CRCNO. 1927185 
Item No. 744751024 
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Objectives 


At the end of this training, 

1. Select those refund vouchers, 

which fall within the ARF1S 
parameters. 

2. Log on the ARFIS computer 
program using a USERID and 
special password. 

3. View and/or scroll through 

ARFIS data on the computer 
screen. 

4. Use the function keys on the 
computer keyboard. 


Print ARFIS reports using 
different sort sequences. 

Logoff the ARFIS computer 
program. 

Use ARFIS reports to identify 
individual refunding patterns or 
inconsistencies such as variations 
in SSN, different names or 
addresses for the same SSN, or 
vice versa, or similarities of mer- 
chandise repeatedly refunded 
by the same person, etc. 


Exchange Detectives will be able to: 

9. 

10. 


11 . 


5. Know what to do when an error 
code appears. 

6. Enter data from identified 
refund vouchejs and/or Re- 
turned Merchandise Postcards 
into the ARFIS Database. 

7. Enter flag data about shop- 
lifters in the ARFIS Database. 

8. Identify the printer number for 
printing ARFIS generated 
reports. 


12. Know when to give customer 

service personnel and ID check- 
ers the names and SSNs of 
individuals identified as having 
the Dotential for refund fraud. 


13. Know what to do when an 
identified individual enters the 
store. 

14. Know when and how to release 

ARFIS data outside AAFES 
channels. 
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S' CM AD 


d 4 ^, Generation Application Development Tool Purchased for Non-lS 
-lll-r-.il to "develop their c~n "end user programs". NCr.AD has a built in 
I w _ r _ r -f writer* t programing language that uses P.C. type win t_ws* 

t r a ■ r e- H appro-: 500 AAFES personnel, both in HO * at Region level f; 
l-., a t 3 ‘d-v-lop their applications. Another 2.500 users have been trained in 
W .TnTl F re-written NOMAD programs. Their are 25 MAIN Calling programs that 
-^r- can run * these go against 40 shared Databases. 

-h- largest' system (1 main calling program) to date has appro. So program, 
a D hared Database of 2.00 cyl of 7880 DASD. The number of potential 
ar,d ,.f °i-= d ) users i« 1.500 I. the number of concurrent users (those who are 
i 9t o2,l oA at 1 " tme=20 ) . This system allows HQ buyers to input items they 
JVt-b . * Which regions should carry/d i s t i bu te it. « the quantity each 
war*- -- -. . . should receive. It then calculates each stores quantit 

?D°t r u) C »- £ 'produces online reports for the buyer to alter the allocation based 
, i The store then logs on «. looks at his allocation 4 notifies the buye, 
1 corrections? When complete, the system calculates the purchase orders by 
L an u„ x Da = 5 e 5 this onto the P.0 write system. 

?he next major system being worked on today is the "energy consumption 
- -tern" This will allow our engineering division to monitor energy u 
bv^bTdq * thru-out CONUS based on the utility bills invoiced to entered by 
personnel at store level. It will also pass the data to comptroller for 
payment*- budgeting of r,e::t year. 


Another important system 
base of refunds to catch the 
d i dn * t purchase . 


is the Refund system where stores have a data 
"crooks" who are refunding merchandise which th 


* 4th GL for non MIS Users 

* 500 people trained to write Nomad programs 

* 2,500 trained in running pre-written Nomad programs 

* 40 shared data ba^es 


t 0TB (Open to Buy system) has 80 programs 
% Energy Comsumption System - in progress 
% Refund System - Detects fraudulent refunds 

, Hazardous Material, - Database for stores with treatment informatio, 
of exposure to hazardous materials 
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N AVY RESALE SYSTEM !NhUKn*,iun, oi.'CH 


ADWARE 


I . 


DESCRIPTION 


Current ma 


jor system composition is as 


f o 1 lows : 


System 

Burroughs B6900 
Burroughs B6900 
Honeywel 1 DPS6 

Honeys© 1 1 0PS6 
Honeywell DPS6 


Quant i ty_ 
1 
1 
1 

1 

14 


i ocation 
NAVRESSO 

navresso 

NAVRESSO 

navresso 
NRS FSO 


Fu net l on 


Commissary Support 
Accou nt i ng/F i na nee 
Fashion Distribution 
Center /PAB/FMIS Support 
ARMS Software development 

Merchandise ng/Fi nancial/ 

Accounting/Store Regional 
Operations Support 


■ configured to maximum memory. Burroughs 

All existing Mintage! while Honeywell equipment ranges 

: q n U r g r?rom S mTd-1980s through late-19^ Honeywell -ipme^ i^ 

the^origina^Honeywel 1 the Ultimate 

PICK operating system. 

II. ASSESSMENT 

All existing equipment is antiquated being operated at maximum ^ 

Ca r Cit ^“??wire n : e^! rl^gh^^iP^nt has extremely 

enhanced software Dr oorietary limited processing and 

limited memory . capac ^ * t y Honeywell equipment is a modified 

telecommunications capability^ Honeywel 9 p er whlch 

proprietary version of ^a capacity^! ^ ^ propri a 

U^ati^ns is not readily compatible with other industry 
standard equipment. 

III. FUTURE PLANS y 

Establishment of a D00 ^-issar^comma^d t (ACS) 

responsibility for tne exisvi w plans call for replacing the 

from NAVRESSO the emissary with a 

existing Burroughs B6900 supporting wiU be sited a t the 

Navy°Supply^Center*^Norfolk > Va. No other plans exist for the 
Commissary system. 

. . ^ _ _ lAncs c-il for wholesale replacement of all 

ng M Navy "e xcha nge'pr ocessi ng equipment by acquisition of 
tithet tew equipment or equipment service. 

OPERATING SYSTEMS 

I. DESCRIPTION 

NRS Burroughs equipment uses ud^^d^ta^He* systtm^td a variety 
operating system . **?* ch Honeywell equipment uses the 

Of proprietary utility *°^ware ”°"®^il on q 0 perating and Oata 
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navy resale system AUTOMATED INhUKMAi ium » 


o » c.no 


Retail Management System (ARMS) presently used for NRS 

merchandising/financial/distribution functions. 

II. ASSESSMENT 

^ Roth the Unisys (Burroughs 69 and A Series specific) and the 

Ultimate PCK operating systems are proprietary systems which are 
nit mainstream not retail industry standard, not readily 
not ma • systems, and are extremely limited in 

compatible «^rn ttate-of-the-art application software. These 

unique operating and development systems limit acquisition of 
unique operating very nttle retailing software is 

aPP -lahli which will run on them, and often require sole source 
available which 11 ha rdware/parts/service . Additionally. 

acq iitno personnel must be specifically trained on these 
operating 1/stems at NAVRESSO expense, since these systems are not 
usually taught in technical schools and colleges. 

III. FUTURE PLANS 

ijpe nrjp Modernization plans call for wholesale replacement of both 
ope rati ngsy stems and application software by acquisition of 
either 1 new software or system processing service. 

DATA IELECOMM UNI cat ions 
i . description 

nrs has two separate and distinct telecommunications networks both 
a are made up of a combination of dedicated long and short 

fc hLl and d!a?-up commercial data lines and satellitechannels. 

W one 1 networ k supports the Commissary system while the other 

^rte Ohe Exchange system. Both systems consist of a double 
design radiating initially from the Regional Commissary or 
star de 9 * AuDoort Office to the subordinate stores* and 
f^naUy from the Regional Commissary or Exchange Field support 
NAVRESSO headquarters in Staten Island. All 
occults con^rm to 'standard commercial specifications and use 
common commercial communications protocols. 

II - ASSESSMENT 

NRS networks have been implemented to accommodate data 

III. FUTURE PLANS 
ADP modernization. 
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Section II. Applications Software 
A. Merchandising Systems 

^ The Navv Resale System utilizes the Automated 

1. Description. The Wavy Kes * ^ ^ integrated 

Reta “ Sill “d distribution application software 

merchandising, wnnevwell DPS Level 6 minicomputers at 

paC * a I^ »^ ua °r P rs . ight rX Support Offices (FSO's). and at 
NAVRESSO ”® a< }^ a £*“ ’ Lakes Additionally, selected ARMS modules 
have bein downloaded to operate on microcomputer systems to support 
smaller, independent Resale Activities. 

At NAVRESSO Headquarters . AHMS-Pport c% Fashi on ^tri^t^C.-t.r 

Headquarters ARMS aTso maintains current j t^A^the ‘ FSO ' s " 
fP *oi qi for weekly downloading to ARMS field sites. 

t?.n.<.r ud r.l.il jric. 
P^ e ^ viiuv and stock replenishment programs for store level 

C ^^ C .^hit in cenfers APMS P merchandising also has an Interface 

and distribution _ i p rEPOS) system for capturing item 

with the e 1 •«*”“} C P ° rrVating lte-n adl delete and charge records 
movement data, and for creating l At the store level, ARMS 

module, which uses a hand-held computer. 

. j. abmc; mprchandising applications were designed to 

oDerate^e Tat i ve 1 y^ow^sa ^e^^oVur^ retail operations. While ARMS 

headquarters level. 


B. 


Financial Systems 


.cc.iv.- 
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receivable, a prepaid invoice system, fixed assets, travel and an 
tps offset module for the collection of dishonored checks. 
Financial transaction data is received and summarized from all FSO 
and independent Resale Activities for the preparation of operating 
statements. Operating statements are prepared for each Resale 
Activity and are then rolled up into consolidated operating 
statements by complex, FSO, CONUS, Overseas and Worldwide. The 
Honeywell DPS level 6 minicomputer, located at headquarters, 
interfaces with the field ARMS financial applications. A Financial 
Management Information System (FMIS) is also maintained on the 
Honevwell The FMIS is a data base of all the elements of the 
operating statement. Users from Headquarters or the field can 
access this information and fun formatted reports, and/or use a 
simple "engl ish" language to access and sort data. 

The ARMS Financial modules at the FSO's include applications for 
general ledger, accounts payable, accounts receivable, daily cash 
reporting and for the preparation of "flash'’ operating statements. 
ARMS Financial applications are integrated into ARMS Merchandising 
and EPOS systems. Daily transmissions of 

accounts payable/general ledger data are made to He \ dq ^ 
addition to the Honeywell ARMS Financial systems, ARMS Financial 
applications have been downloaded to operate on microcomputer 
systems The microcomputer-based Financial ARMS applications have 
been implemented at all independent Resale Activities. 

2 Assessment. The Headquarters and field Financial applications 
operate on different hardware architectures and operating 
software. Accordingly, the systems are not compatible, and data 
is interchanged only after a conversion process. The average age 
of Headquarters and field financial applications are well over ten 
years . 

3 Future Systems. The future Financial applications will be 
modern, commercially available programs, which »” *eing utilized 
by outside retailers. Both Headquarters and field operations will 
utilise the same application software. Functionality will be 
complete and will include project tracking, fixed assets * rep °£ 
generator and all applications available in state of the art 
financial packages. 


C. Personnel /Payrol 1 Systems 


1 Description. Headquarters personnel, payroll and pension 
information is maintained on the Burroughs B6900 mainframe on the 
Human Resources Information System (HRIS). Payroll checks are 
prepared bi-weekly at Headquarters from time keeping Information 
received from the field. ARMS accommodates the col lection of time 
keeping data for transmission to headquarters. Non ARMS si 
provide data utilizing manually prepared time sheets. 


2. Assessment. Automated personnel record keeping is 
available at Headquarters and at selected FSO's. Most 


only 

field 
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personnel data is 
time keeping data 
time sheets. 


col lected 
is also col 


and recorded manually. Payroll and 
lected manually, using time cards and 


^ a fully functional Human Resources application 
software package will be ' f n f ormaUon^ 

application tracking pers R es0U rces application will 
inter face*direct ly^with Financial applications for preparation of 
payroll checks. 


D. Distribution Systems 

, ^ A kev function of ARMS is the operation of a 

c.«.r for «. ™ «“ *£»£ 

„ d „ .in fU " C V,°irti'r-!tods r .calved <«5«1 doc«».»f. for «■ 
preparation of a report oij for the preparation of 

preparation of price uc » tickets Once an order is 

MS £ 

receipt of op.o 

order, direct delivery merchandise. 

. auMc; distribution modules do not have the capacity 
It bun\Tn f unc t“L 1 i ty to 

a high volume, high flow-through di3 \ rlbu c tlo " r employee 

ARMS have modules to or automated 

productivity, bar-coded receiving/snipping, 
material/merchandise handling. 

3 Future Systems. Existing ARMS Distribution “ odul ” 1 
replaced with exletipp.- .ff-th.-.h.lf . 

Financial and Merchandising applications. 


E. Store Systems 

1 Description. The primary store system at Navy Resale 

ktivme's 7s the ••front end”, or III ‘^erSing 

system. Existing EPOS ^ /to're level for cash registers 9 
system software et the stor the FSO level 

concentrators and in-store EP< OS P”«” drS r * ^ing and Initially 

f°r data “£*3^ alef and Item movement data. The EPOS 

processing of dol lar/creaix. s , TTP r scanning. Scanning is 

system supports price look-up . (PW and hand .| eld 

performed by slot scanner^at maintained on in- 

scanners at contro , NCR 9150 ’s) Dual processors are 

^tmzeTVTrovfdrb^p PLU Ind instore EPOS processing 
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This level of 
The creation and 
FSO 1 eve 1 . Any new 
cr. done on ARMS will 
tore PLU file. PLU 
.is.' PLU files range 
also support special 
charge sales, coupon 
MIS reports are 
due, credit cards, 
voids, etc. 


capability in the event of system failuri 
redundancy will support price removal, 
maintenance of PLU files are performed at the 
item addition, deletion, or price change a... 
create a download record to update the ln-s 
downloads from the FSO are done on a daily bas 
from 75,000 to 150,000 items. EPOS systems ■ 
transactions such as layaways, special orders 
recording, fees, percent-off discounts, etc 
created for retail department sales, cash 
surcharges, coupons, discounts, transactions 

2 Assessment. The current EPOS system hardware configuration is 

2 \ Of-the art The NCR 2152 cash registers are no longer 

" and the in-store EPOS processor, the NCR 9150, is 

Msft longer is production. EPOS systems are currently 

operational only at ARMS sites. The existing PLU file is a flat 
file and capability does not exist for the addition of more than 
approximately 200,000 items. 

3 Future Systems. Future EPOS systems will utilize the V *CS *>LU 
architecture which accommodates the addition of several hundred 

and PLU records. This additional capacity will accommodate 
the tracking of software merchandising down to the size 
level. Future EPOS systems will be implemented overseas and at all 
independent Resale Activities, where cost effective. 
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INFORMATION SYSTEMS UPDATE 
REVIEW OF ACTIONS INITIATED 

The follc.ing actions have been initiated to modernize information 
systems: 

n Establishment of a NAVRAH Executive Steering Group (ESG) . 
nAvr-SSO has little experience in acquiring and implement mg a. 

. "1 n “r p Svste^. Accordingly, the ESG was establisned to review 
nrnve all aspects of the NAVRAM Project, to make 
and approve * decisions and to review and approve NAVRAM 

inplenentatio also pr0 vide specific guidance in working 

P /lt^ n he Javy ADP Life Cycle Management (LCN) rules and 
regulations and in purchasing the system within government ADP 
acquisition regulations. 

_ Establishment of a NAVRAM Project Team. A Project Team has 

Add iT Iona lly^NAVSUP 3 and S.^SSSStKSTffic. (AOPSO) has 

dd -H»ri resources to assist in determining the most appropriate 
NAVRAM 6 acquisition Strategy- Additional resources will be added 
to the NAVRAM Project Team, as required. 

o Definition of the NAVRAM Project. The resystemizatlon of 
the Savy Resale System is a massive initiative. Accordingly, the 

information systems modernize tlon^plan^has ^e^broRe^do.^into^ 

sub-divided into the following four interrelated projects: 

1 NAVRAM "Core" . The NAVRAM Core Project consists of 
, v o, eh » nn ‘ 9 centralized Data Processing Service Center, with 
the appropriate capacity hardware architecture and application 
software , to support financial, merchandising and distribution . 
f.irirMnnal reaui rement s . Another alternative to acquire 
orocessing for core business elements is to outsource NAVRESSO s 
information systems processing requirements. 

2. NAVRAM Store Level Computing. This Project 
involves the establishment of "gateway" processors at ^Jor Resale 
Activities. The gateway processors will perform operational and 

< tore level processing, and will provide the tele- 
communication communication interface to the NAVRESSO Oata 
Processing Service Center or ADP processing service. 

3. NAVRAM Specialty Retail. The Specialty Retail 
Proiect involves the review, evaluation, acquisition a " d 

whSch^ar^currently^manual^ 0 EBiS S^'^A^o^l^Service 

the-iheif appllcatlons y which will probably be microcomputer-based. 
The implementation of Specialty Retail systems can proceed 
parallel to the other NAVRAM projects and can be initiated by the 
appropriate NAVRESSO headquarters functional code. 
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ti . nAVRAm Commissary. The Commissary Project includes 
th® iTplem®ntation of application software to support Commissary 
opera* ; ons. Commissary A DP support will be provide: from tne Data 
Processing Service Center. Initiation and implementation of the 
NAVRAM Commissary Project will depend on decisions ~ade regarding 
Jones Commission recommendations. 


o Initiation of a NAVRAM Request for Information. The 
acquisition strategy for purchasing the NAVRAM system is to 
utiliz® commercially available, off-the-shelf hardware and 
application software to the maximum extent possible. In April, to 
better determine what ADP solutions are available in the 
commercial marketplace, a Request for Information (RFI) was 
forwarded to ovewr 100 potential suppliers and was advertised in 
the Commerce Business Daily (C8D). The responses to the RFI will 
provide us with a more detailed knowledge of what is commercially 
available off-the-shelf, what is the potential for outsourcing and 
what the approximate costs are for the various ADP processing 
alternatives. 

o Outsourcing Review. A NAVRESSO Headquarters/Field Review 
Team has been established to actively evaluate the potential for 
outsourcing financial, merchandising, distribution and human 
resources information systems processing. The advantages of 
outsourcing include an abbreviated accquisitlon process and the 
abilityto review and evaluate a "live” system currently in use 
by major retailers. Two potential retail outsourcing resources 
have been indentified and are being reviewed - the Sabre Group 
(Federal and Allied stores) and Carter Hawly Hale. Both 
companies are marketing their ADP processing to other retailers. 

o Aray and Air Force Exchange Service ( AAFES) Commonality 
Review. A third potential supplier of information systems 
processing services is AAFES. AAFES is being reviewed and 
evaluated as both an outsourcing "partner" and as a supplier of 
functional application software. 
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NAVY SEPARATE MIS BASE , MODERNIZATION, AND OPERATIONS COST 

u tei) 


ELEMENT 

NAVY MIS COSTS: 

BASE MIS COSTS: 
PERSONNEL * HQS 
PAYROLL 
BENEFITS 

PERSONNEL - FIELD 
PAYROLL 
BENEFITS 

♦SU8T0T - PERS COSTS 

HARDWARE MAI NT: 
BURROUGHS 
HONEYWELL 
EPOS (NCR EQPT) 

UPS MAINT: 

♦SU8TOT - HW MAINT. 

SOFTWARE MAINT: 
BURROUGHS O/S 
BURROUGHS UTILITIES 
ULTIMATE PICK 0/S 
NCR O/S 

♦SUBTOT - $W MAINT. 

OPERATIONAL SUPPLIES: 
HEADQUARTERS 
FIELD SUPPORT OFFICES 
♦SU8TOT * OP SUPPLIES 

TELECOMMUNICATIONS 


AS: COST YEAR 1 1 YEAR 12 


2,318 

676 

1,719 

456 

5,169 


111 

241 

25 

17 

383 


84 

33 

I 

45 

162 


75 

238 

313 

l,IH 


YEAR |3 YEAR |4 YEAR 15 


YEAR 16 YEAR |7 TOTAL 


•♦TOTAL * NAVY BASE COSTS 7,127 ^ 

tttttttttttttitttttt* 


MODERNIZATION COSTS: 

(SEPARATE) 

(OUTSOURCING) 

' CORE SYSTEM: 


ONE-TIME COSTS: 
TRANSITION COSTS: 
NRS PERSONNEL: 
SYSTEM PROGS 
APPL PROGS 
SYSTEMS ANALYSTS 
OATA BASE AOMINs 
♦SUBTOTAL-NRS PERS 


1H HI 

241 241 

351 351 

Bl 81 

771 771 


211 

481 

TM 

IS# 

1,54# 
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NAVY SEPARATE MIS BASE, MODERNIZATION, AND OPERATIONS COST 

($ Hi) 


ELEMENT 


BASE COST YEAR II YEAR |2 YEAR 13 YEAR 04 YEAR |5 YEAR 16 YEAR |7 TOTAL 


TRAINING: 

ADP PERSONNEL 
FUNCTIONAL PERS 
♦SUBTQT - TRAINING 


63 

610 

663 


63 

(If 

663 


EQUIPMENT: 

CRTs, CRT CONVERSION 
EPOS CPUS 
HQ PROCESSOR 
♦SUBTOTAL - EQPT 

♦♦TOTAL: CORE :OT COSTS 

RECURRING COSTS: 

NCR SYS $/* SERVICE 
NE1 SYS OP SVC. 
SOFTIARE HA I NT 
NETIORK MANAGEMENT 
♦♦TOT - CORE : REC COSTS 

SPECIALTY RETAIL (SR): 

ONE-TIME OOSTS: 

OTS PC BASED SYSTS: 
FOOO SERVICE 
PACKAGE STORES 
VIDEO RENTAL 
AUTO SERVICE 
CONVENIENCE 
♦♦TOTAL - SR OT COSTS: 

RECURRING COSTS: 

S* LICENSE FEES 
♦♦TOT - SR REC COSTS 

MIGRATION - SVC BUREAU: 

ONE-TIME COSTS: 

S« ACQUISITION 
TELECOMM REFIT 
91 INSTALLATION 
OATA BASE INST 
NRS TRANS LABOR: 

DATA BASE ADM I it 
SYSTEMS PROGS 
TELECOMM SPECS 
AOP TRAINING 
♦♦TOT - OT MIG COSTS 


61 

84 . 84 

♦I 

184 84 


61 

16B 

41 

268 


1,617 854 


2,471 


3,150 3,150 

2,351 2,351 

451 451 

500 500 

6,450 6,450 


6,300 

4,700 

900 

1,000 

12,910 


111 

150 

150 

400 

150 

250 

250 

650 

200 

450 

450 

1,100 

100 

300 

300 

700 

115 

150 

150 

415 

665 

1,310 

1,300 

3,265 

7 

27 

33 

67 

7 

27 

33 

67 


2,625 

10 

10 


500 


2,625 

500 

10 

10 


80 80 

100 100 

120 120 

24 

2,969 801 


160 

20 # 

240 

24 

3,769 
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IAVY SEPARATE HIS BASE, fOOERN l ZAT ICN , AND OPERATIONS COST 

($ in) 


ELEMENT 


RECURRING COSTS: 

SVC BUR BASIC SVC 
SVC BUR VOL CHARGE 
SOFTWARE HA I NT 
«*T0T - REC MIG COSTS 


♦♦♦TOTAL - NAVY HOO COSTS 
NORMAL OPS COSTS: 


OLD SYSTEM OPS 
TELECOMHUN I CAT I ONS 
OUTSOURCING SVCS : 
SOFTWARE SVC 
PROCESSING SVC 
NETWORK HGT 
SOFTWARE MAI NT 
♦SUBTOT - OUTSOURCE SVC. 


SVC BUREAU SERVICES: 
SVC BUR BASIC SVC 
SVC BUR VOL CHG 
SOFTWARE MAI NT 
♦SU8TOT - SVC BUR SVC. 


MRS MOO AOP OPS: 

HIS PERS * HOS 
APPL PROGS 
FUHCT ANALYSTS 
SYSTEMS ANALYSTS 
OATA BASE ADMINS 
OOMPUTER OPERATORS 
TELECOW SPECS 
♦SUBTOT-HIS PERS-HGS 


HIS PERS - FIELD 


HARDWARE MAINT 
HQS SOFTWARE MAINT 
OPERATING SUPPLIES 


♦TOTAL * HAYY NORMAL OPS 
GRAM) TOTAL: 


BASE COST YEAR f J 

YEAR 12 ; 

YEAR 13 

YEAR H 

YEAR 15 

YEAR 16 

YEAR 17 

YR1 • 5H 



1,681 




YR! : 75* 



91 







394 

394 



f 



2,164 

3,134 



I 8,167 

7,314 

672 

6,461 

5,167 



7,127 

7,127 

1,111 

Ml 

1,f00 

1,000 

1,000 



6,3H 

6,3«l 

6,3M 





4,7M 

4,7M 

4,711 





UU 

1 , f f f 

1,fff 





9H 

see 

900 





12,901 

1.2,911 

12,911 

3,36f 

4- ' ' 

3,361 






120 

121 






394 

394 






3,874 

3,874 



241 

240 

240 

24f 

240 



121 

121 

121 

121 

120 



225 

225 

225 

225 

225 ' 



81 

81 

se 

81 

8f 



121 

121 

128 

12f 

120 





241 

24f 

240 



785 

785 

1,125 

1,025 

1,125 



361 

361 

36f 

36 f 

360 



If 

11 

11 

If 

If 



If 

11 

If 

If 

If' 



Iff 

100 

Iff 

Iff 

V 1M 

7,127 

7,127 

15,165 

15,165 

15,405 

6,379 

6,379 

« 15,194 

14,331 

15,837 

21,625 

21,572 

6,379 

6,379 
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788 ^ 
7,748 

* 1 r:\ 



4>6'45tf..- ; 

; f§|| 

51 -■ 

5H .:[**■** ^ 


l,8ff 



Marine lo 


rrs Systems 


Hardware 


■ Standard hardware configurations are in place at 

‘iT^nflid support offices at each ma;or Karine Corps Command. 

wri} q^oo Classic or NCR 9400. Each 

Application Processor and DASD 5Caled to size of the 

S> ' Ste tion° Each application processor operates under the 

proprietary NCR ITX ReTease 5.1 Operating System. 

Nations is provided by proprietary NCR ITX Remote Batch 
I el timT R BS) ^ UoO P Baud telephone communication lines are in 

s xv «•>; «rs;;<.sti “ “.rsr «■ 

SS"iSJ5”*‘‘ '*“ «»■»•»" t« «"* authorizations 

utilizing Sears Payment System. 

EPOS Hardwaro Ko'TSS 

location with ” BOC14 ^" C J is operated under the 

rl’.r“, IS' TdXVarat”, ».«» tonoio, »C, Stoz.s 

Appl ication. 

4 -- All hardware is obsolete and is no longer manufactured 
|f^^Halntenan=e costs are exorbitant and the equipment 
requires constant upkeep. 

Future : Beginning in 

be replaced with open architecture hardware. capabilities, 

operating system, x'wit h® r . . include wide area networks or 

Communications willbeupscaled to include wid rs wi ,. be 

satellites and RF ‘ran™ «er • “rrent^ 4 co ’ mand scheduled 
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- o 


“erch an ^^ se System 


qcr i pt i on * * r * e 


EVR 


Price changes 
Transfers 
Open to buy 
Document Tracking 
Inquiry functions 
Reporting 


Merchandise System is designed for 
Sine and' allows for each KVR Exchange to 
Central i 2 ed Pf= : f S “ t n ? tv a co ntroll ing it's own merchandise mix 

irvrnrory%V e accountaMlity. AH h 

comprised^! 'the following functions: 

Electronic Point of Sale 
sxu level tracking 

Automated stock replenishment 
purchasing 
Receiving 

Warehouse/ Distribution 

Inventory Process t 

Assessment^ The e'd^ i nto" th/ V# s i g'n ^complex i t y 

interface's established. 

Future : Under current operating be replaced or 

streaml ined to remove * Tf'base with similar functionality using 
developed on 'r^^Strategt^PUnning "wi fl determine the timing 

of this project. ' * 

trr ount i ng / F iscal Syste m. 

Description ! The * th* former^aruT 

batch operated tem bastardized to accommodate the r 

corps Exchange Finance System oas_ ^ complete H wr operating, 

environment comprised of the following subsystem,:- 


•5 


-I 1* 


- f ‘iv 



General Ledger 
Accounts Payable 
Fixed Assets 
Budgets 

Accounts Receivable 


Check Reconciliation 
Inventory in Transit • 

HQ Financial Consolidation 
Investment Mgmt . 

Construction Financial Mgmt 


A 


Chock Reeoncl \ iati0 t "; nt I „7mt nt tnd Con* true tion'r inane i a 1^ Hgmt!«e 
Headquarters* ope^o'ons . All' other operations are operating -at 

Headquarters and field commands. 

yf^J^T>eeii’ m^*f iedVe^eatedry^Ve's^Tltlng'iTgr^rs^^ie/f iclencles*.' 
The system ie very labor intensive. 

. These applications were developed within the last few years and ;; 
are currently providing desired results. 



7 ► g m p j" ^ n s n c 0 j 
he If package that 

functions 1 ity . 


tem will 
r equi res 


repl a 
:T. i t ed 


zed during F'f9i 
tc e 


by a~ 
f f ec t 


Personnel /Payr o 1_1 


rescript ion: 
system provides 


The current MVR Fayrol 1 /Personnel dec 
practical applications that include. 


entral i zed 


Personnel forms 
Audit tracking 
Paychecks 


Reporting 

Automated interfaces 


Assessment: The present system 


-uture: This system will be 

4GI n ft will be ported to * new 
time schedule established 
process . 


i n 


is meeting current needs. 

reengineered using case tools and 
operating environment based on the 
the current Strategic ' Planning 


Employee Benefits 

relitld maintenance and retirement information. 

Assessment! The pr ”*J?jL 1**^!,® 7 f f i c i ency" S of the system. 

Additional" efficiencies "'end attributes must be realised to make 


AQQl't 

this system meet today s needs. 


, „ n y.p redesigned or replaced using 4GL 

8SS M y Th “T». ,, :"r-. «».•« “• 

timing . 

mstrlbutlon/Warehouse Systems 


pescriltioni These functions are incorporated in the 
Merchandise System. 


Assessment : 
decentralized 


Applications are designed to 
environment at the command level. 


operate 


MWR 

in a 


Future : 


See Merchandise System 
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Sale; collection 

Multiple tender capability 

Check authorization 

Credit card tracking reports 


Cash register balancing reports 
Register daily time/sales 
Lata interfaces 


Assessment: The present data collection works well. Scanning is 

needed to Tncrease efficiencies. 

. he added to the existing system within a 
Future: Scanning Wil_l_be ao- will OC cur as registers 

year . Migration to PC based r wiU inclu de more flexible 

require replacing. * h % '“l* technology will allow for easier 

to ? rapidly respond to the 

changing business environment. 
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Strategic Information Systems Planning (SISP) 

The new MWR Organization required the consolidation of many areas. 
The greatest impacts were felt in the Financial and Information 
Systems Branches. 

Automated systems were in place that supported ( 1 ) the MCX Exchange 
operation, and (2) the MWR Clubs and Recreation activities and 
programs. The decision was made to use the MCX Exchange automated 
gygtem to support the new organization. This required extensive 
reprogrammi ng to handle the additional requirements of the clubs 
and recreation. A tight implementation schedule impaired the 
ability to identify all additional requirements and possible 
software failures due to unique situations at each commands. The 
system also had to be reprogrammed to handle different fiscal 
years . 

The software applications are over 10 years old and are running in 
a batch mode environment versus real-time operations. All software 
is written in COBOL versus 4GL technology. 

All hardware is 10 - 15 years old, even the upgrades recently 
installed at our commands, as it was refurbished equipment. 

Based on input from ,the Headquarters Operating Branches, the field 
commands, and the Information Systems Branch, the decision was made 
in FY89 to replace the hardware and software systems. 

A modified version of Strategic Planning is under contract with 
American Management Systems (AMS) for $34,221. A copy of the draft 
Statement of Work is enclosed. 

We have completed session 1 and AMS is working on the draft plan, 
version 1. 

Extensive research is currently being conducted on the most 
prominent relational data bases, as well as, hardware 

configurations. We have several RDBMS installed as evaluation 
systems. One computer has been installed as a hardware evaluation 
system and we are negotiating with another vendor. 

The SISP for MWR Exchange operations, Club programs, and Recreation 
activities will be designed to shift and adjust with changes to 
current organizational or business requirements. 

Strategic Planning (AMS) 

Plan completion date 
Begin purchasing H/W, S/W 
Alpha test at HQ 
beta test at 2 field commands 
Field implementation to begin 


$34,221 . 

31 October 1990 
Beginning FY91 

During FY91 
FY92 
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The goal of the ISP and any systems resulting therefrom, 
must support the business of HWR. Therefore, the ISP has been 
developed and will continue to be refined to reflect the 
functional business requirements of the MWR community. 

In addition, the ISP is designed to be only the first step 
in implementing a rigorous systems development life cycle (SDLC) 
approach to systems development within MWI and within the total 
MWR information systems environment. 

This ISP has been structured so that the functional areas 
can evolve into a more complete set of system functional 
requirements later in the SDLC. By organizing the functional 
areas around the business and business systems of MWR we have 
initiated an approach that will let us evolve to the new MWR 
systems on a system-by-system, incremental basis. This evolution 
will require continued user involvement. Further, the ISP 
envisions a system implementation approach that will continue to 
allow user involvement through all phases of the SDLC, including 
operations . 

User involvement will be required in the design and 
development phase of the SDLC through the user of user reviews 
and "walk-throughs" of the requirements of the system/subsystem 
and the logical design of the system/subsystem. Thus, users will 
have an opportunity and an obligation to assist in the design 
the system. 

MWI intends to facilitate user requirements walk-throughs 
with the use of computer aided software engineering (CASE) tools. 
CASE tools are automated support tools that allow designers t an 
users) to document functional requirements, associated data, and 
potential system interfaces. These tools generally provide a 
synthesis of requirements and design in graphic form, ^ 
facilitating design review by the user and by the technical 
staff. 

In addition to the overall business primacy of the ISP and 
the firm commitment to user involvement throughout the SDLC are 
the following goals and objectives. 

The ISP and the result ing -systems must support the field as 
well as Headquarters. We recognize that the MWR and the Marine 
Corps places great emphasis on local command authority. This 
plan has been developed in a fashion that will allow f £ e ^ d * npU 
as well as Headquarters input. The functional and technical 
capabilities that are sought as a by-product of this plan have 
been consciously developed to increase the computing power and 
capabilities of the field. The prominence given to ad hoc 
reporting and query capability is specifically designed to 
increase the capabilities of end users making them less dependent 
on MWRSPTACT. 
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The ISP, derivative studies, ant / ses, plans, and systems 
must be flexible. These plans are being developed in an 
environment of uncertainty and must be able to accommodate 
potential MCX consolidation into a DoD-wide exchange system. 
However, the plan is being developed with a recognition that any 
events resulting from the DoD Corporate Information Management 
(CIM) program may be several years from implementation. 

Therefore, the plan is being developed to accommodate the known 
functional environment, while moving toward a technical^ 
implementation environment founded on the "open systems" or non- 
proprietary hardware and software environment. This should 
provide the maximum feasible technical flexibility to accommodate 
the future. 

The ISP should be hardware and software independent. This 
plan must address the general technical environment and must not 
seek to identify a specific hardware and software configuration 
by manufacturer or brand name until a more complete functional 
and systems requirements analysis has been completed. While a 
number of known hardware and software environments have been 
considered by MWI , no aspect of this plan is constrained by 
vendor-specific hardware or software. Rather, specific Business 
Area Automation (BAA) initiatives have been developed to 
highlight the need to identify, evaluate, and select the target 
hardware and software environment. 

The solution to the MWR systems will be oriented toward a 

COTS and NDI solution to the greatest extent possible. This goal 

is stated with the intent of reducing the custom programming 

required by MWRSPTACT . This approach has been selected with the 

intent of saving time and resources during the development and 
testing phase of the system life cycle. This approach is also 
selected as a means of providing continuing access to new vendor 
software releases with enhanced capabilities. 

However, tat the same time, COTS and NDI are sought that 
will give the functional user in the field the capability to 
develop a number report and query applications using built-in 
report generation features of the COTS software. 

State of the art database management systems allow on-line 
real-time additions, changes and deletions to data bases. 

Database access (input and output) technology allows a single, 
non-redundant file of data to serve many users and many 
applications simultaneously. The advantages can be considerable, 
including the elimination of redundant data storage and all of 
the corresponding extract, copying, and reconciliation activities 
that must be managed with redundant or partially redundant master 
files. 
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A single, integrated, database contributes significantly to 
data sharing. However, this assumes that the technical 
foundation exists to facilitate shared data and system 
interoperability. The ISP assumes that various BAA initiatives 
will be developed with both of these goals as prime determinants 
of requirements and design specifications. However, equally 
important in an environment of shared data is the assurance that 
necessary access precautions and related security considerations 
are addressed. While the target architecture will strive toward 
data sharing and interoperability, this does not mean that any 
and all users will have access to all data. Appropriate access 
restrictions and add/change/delete capabilities will be part of 
all functional requirements considerations. 

Elimination in the errors and incompatibilities in the 
collection, processing, and dissemination of data is a major by- 
product to be expected from conversion to the new MWR target 
architecture. Development of a logical data model prior to 
physical design is the first defense against data 

incompatibility. A separate BAA has been defined to address the 
need for a logical data model. 

Implementation of a single physical data structure, whether 
centralized or decentralized is the second line of defense 
against data incompatibility. 

Data collection errors can be mitigated through migration to 
state of the art data collection procedures, including bar coding 
and scanning. These issues have been addressed by corresponding 
BAA initiatives in Section 4.0 of the ISP. 

The ISP seeks to .create an environment for improved service 
delivery (from MWI to its users) and from the MWR system to the 
customer in the MWR^facility as well as the MWR employee who is 
serviced by the MWR information resource management (IRM) system. 
The improvement of service delivery begins with extensive user 
involvement and review of the ISP and continued involvement 
throughout the SDLC. MWI has undertaken the ISP with a goal of 
improving service to users of automated systems by putting state- 
of-the art productivity tools in the hands of functional users. 
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3.0 IMPLEMENTATION PLAN 


This section presents an estimated schedule for beginning and completing the major 
tasks that should be initiated as a result of this strategic plan. 

Figure 3-1, MWR Implementation Schedule is a Gantt chart depicting the major 
initiatives that must be undertaken during the cunent and three following years. The chart 
has been constructed with three major assumptions, all based on the guidance of the 
Director, MWRSPTACT. These assumptions are: 

o Hardware will be identified and selected by FY91 
o Development will occur in FY91 
o Installation at commands will occur in FY92 

Task lines were posted to the chart in these time frames. From these tasks, we 
worked backward and forward to fit in other supporting and derivative tasks. In terms of 
project planning terminology, these three items are critical path nodes. They must happen 
in the time frame specified. Therefore, all tasks that support achievement of these three 
must be accomplished in the time allowed. Therefore, we have shown such supporting tasks 
beginning and ending in the required time frame. What this type of project scheduling 
chart does not show is the level of resources necessary to adhere to this schedule. That 
type of resource estimation^ and allocation model is available in most personal computer 
project management software packages. The resource demands of this schedule should be 
loaded into such a tool to determine how the schedule impacts demand on MWI staff 
resources. 
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The first set of tasks entails setting up the conversion environment and within that 
environment, developing a migration plan, technical training plan, and applications training 
plan. The first two should occur prior to identifying, selecting and installing the hardware, 
since they provide for training that will be required to make effective use of the hardware 
and corresponding DBMS and operating system supported by the hardware. 

Simultaneous with setting up the conversion environment, we have identified four 
other key task that should be initiated: 

o Develop DBMS baseline requirements 

o Develop baseline requirements (functional requirements definition) for the 
initial application (Finance) 

o Select DBMS 

o Prepare conversion test (prepared by the DBMS vendor to demonstrate that 
the DBMS will in fact accommodate conversion of the existing MWR data 
files) 

These tasks all should be started promptly, and in preparation for eventual input to 
and reconciliation with hardware requirements. 

An important point to note about the series of tasks listed above is that the second 
item will be repeated several times during MWR conversion, once for each applications 
system or subsystem converted. To avoid cluttering Figure 3-1, only the first two application 
baseline requirements analyses are shown. 

Procurement of hardware is the first task on the critical time line. As noted above, 
it has a deter minis tic effect of forcing all supporting tasks to be at least initiated, if not 
completed prior to its commencement 

Following the procurement of hardware (shown to begin in the fourth quarter of 
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1990 and to be completed at the end of the first quarter of 1991), four major tasks are 
envisioned for 1991: 


o Select (COTS) software for initial application (assumed to be finance) 
o Develop installation plan for hardware and initial application 

o Develop detailed conversion plan for initial application 

o Conversion and alpha (MWI) test site for initial application 

These tasks must be completed in 1991. They are shown as being followed by 
rollout to one or more Beta test sites in the first half of 1992 and will be followed by field 
rollout and implementation in mid-1992. Note that this rollout is shown as continuing into 
1993 as well. 

A review of Figure 3-1 shows that once initial conversion and preliminary testing is 
underway at MWI for the first application, software selection, installation pl anning , and 
conversion planning for the second application will commence. This is estimated to begin 
at the beginning of calendar year 1992. This pattern of overlapping development of one 
application and planning for the subsequent application will continue for several years. The 
time frame depicted in Figure 3-1 assumes that full and complete conversion of all MWR 
functional systems will not be complete until after 1995. 

Two additional taslcs depicted in Figure 3-1 should be noted. At the bottom of the 
chart we have included a timeline to portray the continuing requirement for maintaining 
the existing MWR systems. That requirement will remain for several years. It will be a 
major resource constraint on MWR’s ability to compress the development and fielding of 
new systems. 

Finally, the bottom line of Figure 3-1 shows that MWI will experience an additional 
resource demand in 1992. That demand will be for the maintenance of the new system. 
Thus, beginning in 1992 MWI will be faced with the need to develop new applications on 
the new hardware, operating system, and DBMS configuration while at the same time, 

continuing to maintain existing systems, and support production releases of the new system. 
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MWR SYSTEMS IMPLEMENTATION SCHEDULE 




KAiS : NE CORPS separate mis base, MODERNIZATION, AMD OPERATIONS COST 

$ til) 


ELEMENT 

BASE COST 

MC MIS COSTS: 


BASE MIS COSTS: 


PERSONNEL * HQS 


PAYROLL 

1,111 

BENEFITS 


PERSONNEL - FIELD 


PAYROLL 

2,211 

BENEFITS 


4SUBTOT - PERS COSTS 

3,311 

HARDWARE MAI NT: 

811 

TEIECOMMUN (CAT IONS 

111 

OPERATIONAL SUPPLIES 

611 

**TOTAl - MC BASE COSTS 

4,801 


********************* 

MODERNIZATION COSTS: 
ONE-TIME COSTS: 


MINIS & "OTS" ACTQ 
S» WITH UNIX SHELL 
$W ENHANCEMENT 

2,211 

911 

2,311 

901 

♦♦♦TOTAL • MC MOO COSTS 

3,111 

3,211 

NORMAL OPS COSTS: 



OLD SYSTEM OPS 
TELECOMMUNICATIONS 

4,711 

'111 

4,700 

1H 

♦TOTAL - MC NORMAL OPS 

' 4,811 

4,811 

GRANO TOTAL: 

7,911 

8,001 


YEAR 13 YEAR U YEAR IS YEAR 08 YEAR 17 TOTAL 


910 

900 

900 

901 

90 

4,50 

8,301 

901 

900 

901 

911 

90 

11,80 

4,7|| 

100 

4,700 

100 

4,700 

111 

4,711 

101 

4,70 

111 

32,90 

70 

4,800 

4,800 

4,801 

4,801 

4,80 

33,80 

5,711 

5,700 

5,700 

5,701 

5,70 

44,40 



MIS CONSOLIDATION COST STUDY 


PURPOSE: 

1 . The Military exchange Study Group was tasked to determine if partial 
or full consol idatlon of the. services would result In economies. This 
study calculates the tot al MIS costs re quired to support a consolidation 
of the three services Into a new, organizational entity. 

COST ASSUMPTIONS FOR THE MIS MIGRATION TO THE NEW ORGANIZATION: 

2. The new organization will use the existing AAFES infrastructure 
including mainframe data center, application software and 
telecommunications network. All equipment costs for the connection to 
this network have been included. 

3. CONUS stores will be connected to the telecommunications network via 
satellite. Each store will require a satellite dish (VSAT - Very Small 
Aperture Terminal) on or near the store. Other network connectivity 
equipment is also required. See Tab A. 

4. Overseas locations will not be on the satellite network so leased 
circuit costs were used. Recurring satellite/circuit costs were based 
on current billing costs. See Tab A. 

5. At the former Navy/Marine stores, the projected number of store vdts 
( visual display terminals), printers, modems and controllers was based 
on equipment quantities at comparable sized AAFES stores. Estimated 
maintenance was based on current costs. See Tab B. 

6. To accommodate the processing requirements of the consolidated 
organization, the AAFES data center will require upgrading of the 
mainframe computer and additional peripheral equipment. A sizing 
increase of approximately 50% has been costed. See Tab C. 

7. The new exchange organization will have one-time conversion costs to 
move and reformat data files to fit the AAFES infrastructure. Navy and 
Marine MIS Focus Group members provided the data conversion end HQ MIS 
technical training costs shown at Tab D. 

8. The Marine Corps had previously combined their Exchange and MWR 
systems. The exchange business segment will be removed and converted to 
the AAFES systems. Marine MWR will pursue its own modernization plan 
with appropriate field and headquarters staffing. Hardware/software 
upgrades to support the separate Marine Corps MWR organizations 1 
modernization requirements (after dismantlement) are shown at Tab E. 
These costs are not considered part of consolidation as upgrades were 
required (due to obsolescence) regardless of consolidation. 

9. Store electronic point of sale (EPOS) equipment acquisition and 
upgrades are required by each of the services whether a consolidation 
occurs or not. Therefore, EPOS costs ere excluded from this study. 
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COST/BENEFIT ASSUMPTIONS FOR STORE AUTOMATION: 


10. The AAFES Store Automation Project (ASAP) is assumed to be rolled 
out to all CONUS main stores in the new exchange service organization 
Equipment costs are based upon store size; each store will require a 
Computer Operator, UA-9. Costs for former AAFES stores are at Tab P* 
former Navy store costs at Tab G; former Marine store costs are at Tab 
H . 


11. Store personnel savings from ASAP are detailed in this study even 
though deleted positions are not MIS jobs. Store staffing augmentation 
of $13. 3M (See Figure 1-3 of Executive Summary) was added to make 
Navy /Marine stores like AAFES. Accordingly, the roll-out of ASAP would 
allow the stores to benefit from increased efficiency thereby reducing 
positions. Store personnel reductions for former: AAFES stores at Tab 
I; Navy stores at Tab J; Marine stores at Tab K. 

AAFES MODERNIZATION PLAN; 

12. The AAFES Modernization Plan (Tab L) is discussed to provide an 
understanding of the modernization costs involved; all Line references 
are to Tab L: 


a. The Satellite Network Implementation plan (SNIP) at Line a 
reflects those costs necessary to complete the project in CONUS. There 
were 91 store dishes (VSATs) installed at end of August 1990. 


b. Software development for ASAP is being done by an outside 
contractor with participation of AAFES functional and MIS personnel. 
Costs remaining in Year 1 are based on the existing contract rate. (Line 
B). 


c. ASAP equipment costs at Line C were projected several years ago 
during the project approval process. These costs are expected to be 
lower than estimated due y to today's lower technology prices; however, 
the original project costs are shown. Costs in Year 1 are based on five 
stores; remaining stores roll-out costs are shown over the next two 
years . 


d. IGLAS software is also being done by an outside contractor; 
costs remaining are at Line D. iglas will reside on the mainframe 
computer. Additional upgrades, if required, will depend on the 
efficiency of the contractor's software once tested and accepted. 

e. Personnel costs of $18. 2N drop $.6M in Year 2 and $i.7M 
thereafter as non-MIS personnel (who were included in the Information 
Systems Directorate payroll) return to their directorates at conclusion 
of the ASAP project (Line E). 

f. Personnel Costs - Field should remain unchanged throughout the 
Modernization Plan as currently envisioned. (Line F) . 
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A Computer Operator, UA-9 is required for each ASAP store (Line 


O) . 


h. ASAP Offsets - Store (Line H) reflect savings at store level due 
to automation of manual functions. 

1. AAFES satellite project will remove 79,000 miles of leased lines 
from the network and reduce annual costs by $1.0M in Year 2 and $2.0M 
thereafter (Line J ) . 

1. AAFES "Other" expenses drop by $2.1M in Years 2-7 due to 
completion of ASAP contractor expenses. IGLAS contract completion 
reduces expenses by $1.8M in Years 3-7 (Line K). 

MIS CONSOLIDATION COSTS - NAVY: 

X3. The one-time costs for the former Navy MIS structure to migrate to 
the new infrastructure and install store automation is projected for 
seven years. Lines A through G of Tab M. Origin of these costs were 
depicted earlier at Tabs A, B, C, D, G. 

14. Following comments concern the recurring costs for migration, store 
modernization, and changes to former Navy MIS operating costs; all 
references are at Tab M: 

a. Personnel - HQ costs (Line H). Personnel would remain constant 
for the first two years to support data conversion, migration to new 
application systems and installation of store VDTs, printers, 
controllers, VSATs, etc. Some phasedown could occur in Year 3. Duty 
station of former HQ employees would depend on the migration and 
conversion workload. Once the MIS migration was complete, the remaining 
employees (Years 3 -7) would be absorbed at the Dallas Data Center or be 
placed in positions at other locations. 

b. Personnel - Field costs (Line 1) consists of salaries of Field 
Support Office (FSO) data processing operations people. These people 
could be placed in other available operations positions or phased out 
upon closure of the FSOs. Field costs could continue into Year 3 if 
migration were delayed. 

c. ASAP store automation costs for Computer Operators, UA-9 (Line 
J) reflect costs of one operator per CONUS store. 


d. Store automation benefits (Line K) consist of personnel position 
reductions resulting from mechanization of manual store functions such 
as: replenishment, receiving, accounts receivable, layaway, etc. Tab J 
reflects projected reductions, based on store size, under the ASAP 
proj ect . 


e. in Year 3, the HQ equipment and software (Line L) is no longer 
required as processing has been converted to the new infrastructure. 
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f. Previously leased communication lines (Line M) between stores 
and FSCs should be discontinued by end of year 3. as migration to the 
CONUS satellite network would be completed. 

g. Old operations equipment should be phased out by Year 3 so 
maintenance will not be required. (Line N}. 

h. Satellite rental for CONUS and line cost for overseas (Line 0) 
should stabilize at end Of Y nar 3 if all inotallot ions and connections 
are accomplished. All locations will then be online to the network and 
data processing migrated to the data center. 

i. Equipment maintenance costs, for stores and headquarters, are 
shown at Line P. 

MIS CONSOLIDATION COSTS - MAR INKS: 

15. The one-time costs for the former Marine MIS structure to migrate to 
the new infrastructure is projected for seven years. Lines A through G 
of Tab N, Origin of these costs were depicted earlier at Tabs A, B, C, 
D, H. HO personnel were to be detailed to dismantle the exchange data 
files from the formerly combined exchange/MWR application systems, see 
Line A. 

16. Following comments concern the recurring costs for migration, store 
modernization, and changes to former Marine MIS operating costs; all 
references are at Tab N. 

a. HO Personnel costs (Line H) would drop off after Year 3 once 
data conversion, migration to new application systems and installation 
of store and communications equipment had been accomplished. 

b. Personnel - Field-costs (Line I) consists of data processing 
operations personnel at cdmmand level. Qualified operators should be 
considered tor ASAP computer operator positions at store level. Field 
costs could extend into Year 3 if migration to the store were delayed. 

c. Line 0 reflects costs of one Computer Operator, UA-9 position at 
each CONUS 8 tore. 

d. Store automation benefits (Line K) consists of personnel 
reductions due to mechanization of manual store functions such as; 
merchandise replenishment, receiving, accounts receivable, etc. Tab K 
reflects estimated reductions at former Marine stores based on store 
size, under the ASAP project. 

e. Equipment and software costs, along with maintenance shown at 
Lines L and N, would cease after processing had migrated to the Dallas 
Data Center. 

f. Present leased Telecommunications circuits (Line M) would be 
deleted after migration to the CONUS satellite network. 
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g. Satellite rental in CCNUS and oversea line costa shnnln 
stabilize in Year 3 if equipment installations and network connections 
are on schedule (Line 0). Both CONUS and oversea locations would then 

Datacenter. 0 ^ netW ° rk “ Uh data P rocesEln 9 ^ing perform^ CtChe 


Line 


h p Equipment maintenance costs at HQ and store level is shown at 
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EXCHANGE CONSOLIDATION COMMUNICATIONS COSTS 
NAVY AND MARINES 


CONUS ajfflffiCXIYIIXl Assumes a very Small Aperture Terminal { VSAT ) 
VSAT may not be the final decision but, for 
costing purposes , probably works out as good or better than leased 
lines. Cost for VSAT includes surveys, installation and equipment. 


NAVY 

95 VSATS @ $17,000 

95 Comten Equipment 0 $770.64 

95 Hub and Backhaul Equipment @ $2,294 

TOTAL 


$1,615,000 

73,211 

. m 

$1,906,101 


$ 672,307 


MARINES 

14 VSATS @ $17,000 

14 Comten Equipment $ $770.64 

14 Hub and Backhaul Equipment e $2,294 

TOTAL 
CONUS TOTAL 


$ 238,000 

10,789 
32.116 

$ 280,905 

$2,187,006 


$ 99,077 

$ 771,384 


OVERSEAS COMMUNICATIONS *. All Marina locations and I 31 
locations? Not included are: Adak, Alaska; Exmouth, 
Christchurch, New Zealand; Antigua, West Indies. 


of 35 Navy 
Australia: 


NAVI 

31 Overseas Locations 


ONE-TIME RECURRING 

$9,400 $757,344 


MARINES 

4 Overseas Locations 




48.768 


OVERSEAS TOTAL $9,800 


$806,112 


SUMMARY 1 

One-time Cost 

CONUS 

Overseas 


TOTAL COST 


NAVY 

$1,906,101 
9 .400 

$1,915,501 


MARINES 

$280,905 

40Q 

$281,305 


pecurrinq CQ &t 

CONUS 

Overseas 


$ 672,307 $ 99,077 

757.344 48«76fl 

TOTAL COST $1,429,651 $147,845 
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TAB A 



EXCHANGE CONSOLIDATION EQUIPMENT COSTS 
STORE VDTs , PRINTERS, PCs, AND CONTROLLERS 


STORE 

ANNUAL SALES 

NAVY 


MARINES 


CLASS 

( in § mills ) 

CONUS 

OES 

CONUS 

OSS 

TOTAL 

A 

over $36 

12 

4 

4 

1 

21 

B 

$16 - 35.9 

13 

6 

5 

1 

25 

C 

$6 - 17,9 

25 

4 

1 

0 

30 

D 

under $6 

46 

21 

4 

2 

73 


TOTAL 

96 

35 

14 

4 

149 


CONFIGURATION SUMMARY FOR EACH EXCHANGE: 

CLASS AAFES EQUIVALENT # CONTROLLERS #VDTs #PCS # PRINTERS 


A 

FT BENNING 


7 

30 

7 

B 

SHEPARD AFB 


3 

10 

3 

C 

SMALL 


2 


6 

2 

D 

SMALLER 

- 

1 


2 

1 

STORE 


'' NAVY 

MARINES 

CLASS 

COST EACH 

« 

$ TOTAL 

I 


$ TOTAL 

A 

$120/000 

16 

$1,920,000 

5 


$600,000 

B 

45,000 

19 

855,000 

6 


270,000 

C 

29,000 

29 

841,000 

1 


29,000 

D 

11,500 

67 

770,500 

6 


69,000 


TOTAL 

131 

$4,386,500 

18 


$968,000 

NUMBER OF DEVICES: 

Controllers 

VDTS 

PCs 

Printers 

NAVY 

294 

978 

294 

294 

MARINES 

61 

228 

61 

61 



TOTAL 

355 

1206 

355 

355 


EXCHANGE CONSOLIDATION EQUIPMENT COSTS 
DATA CENTER UPGRADES 


NAVY marines 

ONE-TIME RECURRING ONE-TIME RECURRING 

Controllers , 


VDTS , PRTs , PCs 
MAINFRAME * 
DASD * 

MAG TAPE * 
TOTAL 


$ 4 , 386,590 

4,224,000 

721,600 

202,400 

$9,534,500 


$ 330,450 

226,600 

0 

17,600 

$574,650 


$9fiA,nnn 

576,000 

98,400 

27,600 

$1,670,000 


$70,800 

30,900 

0 

2,400 

$104,100 


* NOTE: Sizing equal to approximately 50% of present aappss 
capacity, includes costs for 45 mips maLframe po^e? and^f 
gigabytes of DASD (direct access storage devices). 




TAB C 
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MIS Consolidation Costs 
One-Time Data Conversion Costs 
($ 000 ) 
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NAVY A$AP COSTS 
KyUl HMKlNT AND PERSONNEL 
(Estimated ) 


STORE NUMBER 

SIZE STORES 


EQUIPMENT 

CO STS 


TOTAL 

EQUIP. CQSXS 


Small. 5. $126,705 $ 6 33,525 

>$750K 


Medium 27 168,785 4,557,195 

>$ 8M<$ 30 


Large 14 

>$ 30M 

46 


t 35, 31U 


3,294,340 


EQUIPMENT TOTAL $8,485,460 


PERSONNEL COSTS:. 

UA-9 Computer Operator ® $37,232 X 46 ■ $1,712,672 
(Step 4 w/ 37% fringe benefits) 


* ASAP not currently planned for oversea including Hawaii 
(15 stores) 


TAB G 
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KARINE ASAP COSTS 
EQUIPMENT AND PERSONNEL 
(Estimated ) 


STORE 

NUMBER 

EQUIPMENT 

SIZE 

STORES 

COSTS 

Small 
>$7 50K 

5 

$126,705 

Medium 
>$8M<$ 30 

7 

168,785 

Large 

2 

235,310 

>$ 30M 

* 



14 

EQUIPMENT TOTAL 


UA-9 Computer Operator @ $37,232 X 14 » $521,248 
(Step 4 w/37% fringe benefits) 


* ASAP not currently planned for oversea including 
(15 stores) 


TOTAL 

EQUIP COSTS 
633,525 

,181,495 

470,620 

,285,640 


Hawaii 
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TAB H 


AAFES ASAP COST 
EQUIPMENT AND PERSONNEL 
(Estimated) 


STORE 

NUMBER 

EQUIPMENT 

TOTAL 

SIZE 

STORES 

COSTS 

EQUIP COSTS 

Small 

Zb 

5126,705 

$ 3,234. 330 

>$750K 




Medium 

74 

169,785 

12,490,090 

>$8M<$ 30 




Largo 

32 

235,310 

7,529,9zu 

>$3UM 





132 

EQUIPMENT TOTAL 

$23,314,340 


qa- 9 Computer Operator <a $37,73? X 1 3 2 » $4,91-1,624 
(Stop 4 ff/37% fringe hftnftfits) 


* ASAP not currently planned for oversea including Hawaii 
(15 stores) / 
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TAB F 



AAFES ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 
(Estimated) 


POSITION REDUCTIONS 
BASED ON STORE SIZE 


STORE FUNCTION 

SMALL 


LARGE 

Replenishment 

1.0 

1.5 

2. 0 

Receiving 

2.0 

3.0 

4 . 0 

Price Changes 

.5 

.5 

1 . 0 

Accounts Receivable 

.5 

.5 

. 5 

Layaway 

1.0 

2.0 

3,0 

Sales Commission 

.2 

.4 

.6 


5.2 

7.9 

11.1 


STORE 

NUMBER 

STORES 

STORE 

POSITION 

REDUCTIONS 

TOTAL 

POSITION 

REDUCTIONS 

Small 

26 

5.2 

135.2 

Medium 

74 

7.9 

584.6 

Large 

32 

11.1 

355.2 



TOTAL POSITIONS 

1,075.0 


Operations Clerk (Composite Salary) 

$19,200 X 1,075.0 = $20,640,000 projected Offset Savings. 


NOTE: No "soft savings" are included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HPP and lower graded UA personnel who perform the 
various store functions. 
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TAB I 



NAVY ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 
(Estimated ) 


POSITION REDUCTIONS 
BASED ON STORE SIZE 


STORE FUNCTION 

SMALL 

BED 

LARGE 

Replenishment 

1.0 

1.5 

2.0 

Receiving 

2.0 

3.0 

4.0 

Price Changes 

.5 

.5 

1.0 

Accounts Receivable 

.5 

.5 

.5 

Layaway 

1.0 

2.0 

3.0 

Sales Commission 

.2 

.4 

. 6 


5.2 

7.9 

11.1 


STORE 

SIZE 

NUMBER 

STORES 

STORE 

POSITION 

REDUCTIONS 

TOTAL 

POSITION 

REDUCTIONS 

Small 

5 

5.2 

26.0 

Medium 

27 

7.9 

213.3 

Large 

14 

11.1 

155.4 



TOTAL POSITIONS 

394.7 


Operations Clerk (Composite Salary) 

$19/200 X 394.7 - $7,578,240 projected Offset Savings. 


NOTE: No " 60 ft savings" are included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HPP and lower graded UA personnel who perform the 
various store functions. 


KARINE ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 
(Estimated) 


POSITION REDUCTIONS 
BA SED ON STORE SIZE 

SMALL MED LARGE 

1.0 1.5 2.0 

2.0 3.0 4.0 

•5 .5 1.0 

.5 .5 .5 

1.0 2.0 3.0 

.2 .4 .6 

5.2 7.9 11.1 


STORE 

NUMBER 

STORES 

STORE 

POSITION 

REDUCTIONS 

TOTAL 

POSITION 

REDUCTIONS 

Small 

5 

5.2 

26.0 

Medium 

7 

7.9 

55.3 

Large 

2 

11.1 

22.2 


.TOTAL POSITIONS 103.5 


Replenishment 
Receiving 
Price Changes 
Accounts Receivable 
Layaway 

Sales Commission 


Operations Clerk (Composite Salary) 

$19 / 200 X 103.5 - $1,987. 200 projected Offset Savings. 


NOTE: No "soft savings" are included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HPP and lower graded UA personnel who perform the 
various store functions. 
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TAB K 

























































MIS Consolidation Costs 
Marine Corps 
($ 000 ) 
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Summary - Navy and Marines MIS Costs 
ConsoTidated/Separate Exchanges 
(* 000 * 



















SEPARATE MIS BASE. MODERNIZATION AND OPERATIONS COST 
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A DOD STUDY OF MILITARY EXCHANGES 


Appendix C 


Management Information Systems 

Attachment 1 AAFES Baseline Posture. C-l 

Attachment 2 NAVRESSO, Base 1 ine Posture C-37 

Attachment 3 KVRSPTACT Baseline Posture C-48 

Attachment 4 MIS Cost Summary C-61 



A DOD STUDY OF MILITARY EXCHANGES 


Appendix D 


Senior Noncommmissioned Officers' 
Focus Group Report 



1 


T>_B’ l .E of contests 


Executive Sugary 

Background and Purpose 
Methods and Procedures 


The Findings 

Predispositions 

Summary of Findings 


Appendix^ McK 3 era tor Guide 

B: Focus Group Transcript 


3 

4 
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1 
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The Department of Def •"« ' services '^exchange ?y s ^ e ”- lc * r3 ' ?! 
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• All senior noncom®issi°n services mission needs. They . ' K v4f$i 

- »• — - **" 1 , ».* — i; i* 

/■ -n 

^t^lhtf-lvScnr Vno? I# 

Knr««~ 1 *$ 

management due to ^^i^fae^han^systes ha 3 mad. great k’P 

of the^avy^elieved^hat^^ ^ ^ local market demand*. 

. There was significant e ^^J l 5t^t,g , ^t S «" i S•^ , ^;^;; 

exchange* 2 sy stem ', b«t *1«® the f Competition ; fence- 

the P er «P^°? h e p^Lmiry factors influencing this behavior. 
r»U believe^^commandaa^cxchange and patron and exchange ^ 

~*7!Z2 -g-sftgsa 

HSivHfe r»"W» k— - — . 

ha changed to meet needs. , r 

• All participants b^ieve that xi^rwS k| 

*s,*s 5S **”* “ • k * 1 -— 


1 


. All f.rticifir.ts v«. d..ply_ccnc ; 

consolidation of -J e ,?' s ,s ' 

representatives endorsed the merger, 
cost/benefit analysis vas con-icted. 
C W an fatives were opposed .o the 
v^Uty o? -Hon" »" agreed that 
the end product better than what l* 
proceed with a consolidation of the 


$f: .ei with the possible 
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provided that a thorough 
The Navy and Marine Corps 
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'currently in place in order to 
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E> o G ROL"ND and Pl'p-TOSE 


. r,f n 0 for?p review of military exchanges is a 

T 6 ?!^ C ar s ess-Int of the foir services' exchange systems. The 
Military Exchange Consolidation Taslc Force has been 
with the objective of 9 identifying increased efficiency s. 
efficiencies Bay include reducing overhead costs and 
These e * f * c **^ * focatrons without degradation to customer 
lnCr ?r® n9 the Task Force reviews all functional areas of the 
exchln|;« en/resSlt of this study could suggest 

consolidation of all or some of the functional areas. 


A focus group of the four services 
was held to capture their opinions, 
their respective exchange systea. 


senior nonco®»issioned officers 
attitudes, and beliefs about 
Specific question areas were: 


• What is the mission of the exchange? 


• What are the senior noncommissioned officer perceptions 
regarding the profit distribution system? 

• How well does the senior noncommissioned officer believe “his 
exchange serves the different military populations? 


• Are the senior noncommissioned officers satisfied with current 
exchange operations? 

• What are the senior noncommissioned officers' opinions on a 
consolidated exchange system? 
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Xt-wiCCS and FROCKD UZZS 


The following section 
focus group research, 
sample selection, and 


outlines the methods and procedures for the 
to include the Moderator Guide development, 
group composition. 


The Moderator Guide 



Ms* Tamra Avrit . 

con.. 


Xr. Jim Winter* 

Chief, Operations Division 
Army Air Force Exchange System 

Resale^an^Services Support Program Assistance Staff 
Haval Supply Systems command 

_ obiectives were developed by the Task Force and served 

hospitality to ««ther «•. the other agencies 

^hetl rlviiw P and comment .^Upon final review from the agencies, 

Hi Jllde was approved by the Task Force. 


A copy of the moderator guide Is at Appendix A. 


Sample Selection Procedure 

« «»• ■^i&’ssjaassu'ss^ 

s22ff s «.r. 

served. 
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T v« representatives were: 

• Sergeant Major of the Army 

. Master Chief Petty Officer of the Navy 

• Chief Master Sergeant of the Air Force 
. Sergeant Major of the Marine Corps 


Group Composition 

Them were four participants in the focus group. Specific 

demographic* characteristics of the group vere: 

• All participants were grade E9 . 

if **3 

interface. 


• 100 percent of the group was male. 

. The average age was 45, with the age range between 38 and 49 

years. 

• 100 percent of the group was married. 

• Participants had'an average of two children, with the age 

range between 14 ^nd 25 years. , 

Group Location and Tina 

s held from 1400 to 1600 at The Pentagon in 
D.C. on Thursday# 2 August 1990. 


The oroup v 
Washington# 


Facility Description 

. ljt 3E752 of The Pentagon. The participants 

Tbs group vasheldinroo»3E753^ .Hewed the* to •&••<% 

other"during*th* lesion. The soderator and the two observer, 
sat at the head of the table. 



T a p i rig 

The e-Mre session vas taped, in addition to transcr ipted by a 
shorthand recorder. The tape recorder vas placed in the front of 
the room. A copy of the notes are at Appendix B. 



THE FIM3INCS 


The session vu “^ate* *y Hs. ’ en^Haj^Burge^ 

Colander Kaloupelc lHAVShPK^ ^ fro » ^ KVBSPTACT, was the 

shorthand 1 recorder and assisted in the session. 


predispositions 

All group participants ver ® ^^^^wrulipant^td’b^e^ 0 '' 9 
their command positions, toils system and service’s position 

Ssap^js'SSiS.' 

their perceptions and opinions. 

. m i. v. a xir Force could not attend, ouc 
sent C hlf S?a«“ssis!tnt! Shief JU Craig, to represent hi». 


Suaaary of Findings 

KS^iSISSi™- exchange «P«*«'“*. profit 
distribution, policy, and future. 
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Fr asevorfc 


• what do you think is the mission of the exchange? Do you 
perceive any differences in mission between the services? 

The exchange mission is to provide support to the servicemember 
and the other eligible populations at military installations 
around the world. Also, the exchanges are to support the needs of 
the command to lend in the accomplishment of the mission. All of 
the senior noncommissioned officers believe the exchange system to 
be an integral part of the total mission of each service. The 
participants also believe that the exchange is critical to each of 
the services' morale, welfare, and recreation (MWR) programs in 
providing necessary funds. The Air Force representative stated, 
■the exchange is one of our benefits. If we lose it or cut back on 
it, it's the same thing as taking away pay or something else." 


• Does the exchange satisfy the mission Deeds? 

Each participant agreed that their current exchange system 
satisfied their mission needs. There was significant discussion, 
however, on the different missions of the four services and he 
role of the exchange systems. The Sergeant Major of the Army 
stated that these conceptual differences for exchange operations 
relate to the services' orientation of land versus sea. For the 
land-based services (Army and Air Force), the exchange system 
emphasizes facilities as a mission-essential priority. For the 
sea-based services (Navy, Marine Corps, and Coast Guard), however, 
facilities do not ranX as important in their overall priority. 

These exchange systems are service-oriented to support the extended 
deployments aboard ship. 
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• >?■ -httur &?«;:“ ss srssss 
isis.su: &>•“& .«*«»*••> 

. ■ t-c aareed the exchanges do an acceptable job meeting 

All particip. ?£!ir different populations. The Navy's senior 
the needs of their diff ^ p . the exchan ges have a vtde variety 

noncommissioned officer haye 8erv# # . . ranging from El to 

( of populations) which h * ha3 different wants.- The 

010 eanttajorit the Army stated, -everyone is not satisfied, but 
the majority are.- 

• How are tie lection* and availability adequate to 

customer? Are i merchandise and customer 
customer |r™ the facilities clean and attractive? 

^^h^i ^gSLt Mwl employee attitudes customer service 

oriented? 

All of the senior ' 

belleV4 t™Ir eX tie 3 Ai? F«ce representative stated, -the savings 
the customer. The Air nobo dy would shop there.- All 

have to be there. If n , coay between the exchange systems 

participants also t^e^eant Major ol the Karine Corps stated that ,» 
is comparable. The ? they may find something cheaper in AAFES, 
"patrons shop around and they may^tina^^^^ througho ut.- The 

but across the provided an example of retirees driving 

Sergeant Major of th ^ exchange to receive the savings. He 

100 to 200 miles to shop at an **££"£* troop8) elth e r don’t 

««•« >•““ “• 

ov.c.u, .11 

The Air Force r-P^entativ. statw » , Ju , t to better 

tbs last 10 Y ear - " th* Master Chief Petty Officer 

management ^ to central * a ^°^ h , y ,tes has mads greet 
of the Havy belioved that his lo JL,i Mrt et demand*. H. 

strides in the last wer * acceptable, service levels 

also remarked that while fa ^^t£“5a^ P unifo« shop. .. an •« 

... ssr 

shopping behavior. *** «vstem, but also the competition, 

respective service e *®kange * ided ^ the participants which 

Three specific jtpan, and ^Philippines. Th* 


, 3 to Why sailers, Marines, end aireen vill travel from 
Subic Say to Clark Mr Fore. ^h^^hi'pMiepMon that "it's 
different o^the other side' of the fence" a F ?ear to be the priory 
factors influencing this behavior. 


. Does your exchange system have customer advisory -eetings? If 
. chould the system have these meetings? If yes, bow , 

frequently are these meetings scheduled? Are the recommendations 
of these meeting a acted upon? 

^ the sen ior nonconn issloned officers of the services stated 
that°their exchange system ^^^ff^ 

Jo^iUon of the Ha vy advisory board, to 
reflectWe junio? grade enlisted personnel. 


* Are command and exchange communication channels adequate? Are 
^on ^S^xchange communication channels adequate? 

2 ?£ & 

Of the Army stated that the exenange ^ ^ installation, 

command and an integral par natrons to have formalized input into 

participants felt thlir current exchange systems were responsive. 
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Profit Distribution Questions 


, do you tocv how your service distributes erch^je profits? 

Ml of the senior -"co^iss ioned .of f icers^ere 

d! r fflrence S betvfen S the four services' profit distribution seth^ds. 


. C** you ex ^l a ^^^ W j 3 y°t^ e "exchang8?^Do°yo'^ ta-ov* tbe^asount 11 ©! 
soney^eceived^fros 1 the exchange for your services- MW* progra.7 

sysKrs: ssa-r^H^ OB 

;J 35 SS S&S” 

sr&i’s rsssg 3? .ujj -a ^ tea-.saa'u- 

reptes.ntatlv. .t.tld tt.t, •»• <»• »1* 

year. The Air Force P how *anv years • we’ve 9^t our 

force) have put 50 percent in^for Master 

facilities U P» J? ow w ® .Y « avV stated "Navy facilities need a lot 


. ,» *^‘^ 1 Ei2 g ?SSJr2“ 

iSuUSr? J. UJj» a— pnrta. l~l 

improvement;? 
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?ol icy Questions 


. rt lch is .ore 

... r ..«.ci T «. s‘ss siav h 4i: lh ' 

exchange sayings and the K 1 . the savings, we're going to 

»«»?*"• - 

• rjut- 'SvSS'.rs.' "ssss. > « nss>£ " 

o™> pw»» 

Ml participant* M~- ““ K“” 

savings at the exchange. Ho*ev concern that the average service 
«P«sentative3 express^the^ ^ exchange support, their MWR 

progran. 
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Future Questions 


* _ _ _ 0 vour exchange svstea and vtiat you 

• Based on eJ< ^ ou think the exchange systems should be 

us.sst-? v, 5suK.*sjf“‘ 

s$ a r-tiTruus ■» 

%celle any overriding disadvantages? 

Throughout the "|®^ n |; n ^® r ® 0 ncoMlMlo^ n of f icer^resented his 

^U“JS-J“ Sft‘S“^. 

AU 8 er r^ t U P ^^ a it shoSS be responsive to both patron, and 
a consolidated ay sye», facility standards and level* of 

seni^SAd'pnvide a sense ot ownership to local patrons In order 

to generate their continued interest. 

* w „f tha Any restated the Secretary of the 
The sergeant Major £he *ny o n . Be did, however. 

Army's ^sltion in favor or cons ^ ne6< j for * thorough 
CaV wL^fit study of thS consolidation. Important issues 

tssss . r .nt jrwjjjj. t »«.*sjssr2 

were to occur . 

The Mr Fere* r.,«...»t«;v; v.ic.d .»P S « tU W 

»>.!., th. det.ll. .< h.. 

to run ite* r 

•Sfejys»isaBK- “• 

The Sergeant Major iX 

opposition to consolidation^ with the issue, of 

£ 2 £i“«iS.?' 23 ;iSS.“;.,r.nr dlltrllwtion !«.!. ■■ 
key. 
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. Hew should the profits be distributed to .orale, welfare and 
recreation (XVR) ? How such? 


vi of the Army stated that flexibility to change 
The ut on'rate vas required to ceet the changing 

dfof ^ cap talization. The Navy and Karine Corps 
neC eophasired that profit distribution oust keep the 

repres less than current standards. They even 

agreed* that* pre-consolidation guarantees of current level, should 
be established. 
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7VPPEND I X 


SENIOR 


NON COMl*l ISSI ONED 
FOCUS GROUP 

rerort 


OZT3T ICERS 



Xrmod Forces 

Military Ex charge Consol list ion 

T±st Forces 
Jones Commission II 


Verify participants are in the proper group. Distribute rase 
tags/cards for first name only. 


Irrtr ri<iuct * on 


■Hello. Hy name is Tamra Avrit and I'm the moderator 
today. *e will be here for about tvo hours to talk about an 
aspect of your .ilitary benefits.' 


ga-| f-nisclosum 

■ I an a -marketing specialist vith the Marine Corps, 
however, for the 1 purpose of this session today. I an with the 
Department of Defense. Please feel free to make any positive or 
negative comments about anything that comes up in our discussion 
this morning. Ky job is not on the line today - and I don't 

have anythin, to sell. ^.vt Y«» «*• •*** t0plC “ 

long as it's true for you. Today, our topic is military 

exchange* e 


Lieutenant General Donald Jones, the Deputy Assistant 
Secretary for Military Manpower and Personnel Policy, is chairing 
a task force which is conducting a baseline assessment of 





military exchanges- This tas* force vas directed by the Cha.-irt 
of the Morale, Welfare and Recreation Panel of the House Ranted 
Services Committee , Congressman Marvin Leath. You were i n,vi t ed 
to this session to give your opinions, as the senior 
noncommissioned officer of your service, on your exchange sy :? te^ 
Your input i» important to this assessment. 

He have representatives from the Xray/Xlr Force 
Exchange System (RAPES) , Karine Corps Exchange (MCX) , and the 


Havy Resale and Service Support Office (KAVRZSSO) here to h,ear| 



If 


what you have eey. 


<?f? und RuleA 


"Before ve begin, however, ve need soae ground^rUlee 
for our meeting. ^ . C 

Please talk one at a time and in a voice as loud aa 
mlna. This session ie being both taped and records* by" our 
shorthand secratary - only to assUt in our report wrltiagi 
Everything you say is confidential. 

I nead to hear what avaryona has to say, but 
not need to answer every question. You do not need to adi*S^ 
all your comments to me to get them on the table for discufstcg 
You can respond directly to something else that Is said'/ 1 but;. 



. r,A 


■ .JkuH 


1 


avoid conversation* vlth your neighbor. Say it »o ve all can 


hear. 


We will observe the no sacking njle during this 

session. 


There are no right or wrong answers in what ve are 
talking about today. I need your different point* of viev 
expressed in our session. Have the courage of convictions, even 
if you are the only one in the group that feel* that way. Ther* 
nay be other* like you outside of this roon. 

' Host importantly,' each here is as important as tha 
other in this DoD study. Similarly, each exchange systen is as 
inportant as tha other* 

Finally# rank is to bo left at tha door#* 


Sal f -Intro ductions 

"Plaasa introduce your sa If to tha group and tall your 
first nans, your Job, six* how long yon have been ther*. 



frare’.oriLO^llaril 


• To begin, what do you think is the mission of the exchange? 
Do you perceive any differences in mission between the services? 

• Does the exchange satisfy the mission needs? 


Fxchanoe Operations Qu$gtlona 

How yell do you think your exchange serves junior enlisted? 
Senior enlisted? Officers? Family members? Retirees? Others? 
(Reservists, Units, KWR activities) 

• Hov are the exchange prices? Is there a savings to the 
customer? Is merchandise selection and availability adequate to 
customer needs? Is the quality of merchandise and customer 
service satisfactory? Are the facilities clean and attractive? 
is exchange management and employee attitudes customer service 
oriented? 

S Does your exchange system have customer advisory meetings? 

If not, should the system have these meetings? If yes, hov 
frequently are these meetings scheduled? Are the recommendations 
of these meetings acted upon? 



^ command and exchange couunlcat ion channel! adequate? 

Are patron and exchange communication channels adequate? 


profit Distribut ion Questions 

• Do you know how your service distributes exchange profits? 

# Can you explain how your morale, welfare and recreation 
(HVfR) program is supported by the exchange? Do you know the 
amount of money received from the exchange for your services' HWk 
program? 

e Recognizing the competing needs for exchange profit dollars, 
are you satisfied with the equity of the profit distribution 
system? 

• Do you perceive that the profit distribution system provides 
incentive at tha local level to improve exchange service and 
efficiency? If not, vhat do you think does provide for local 
improvement? 





* v '- : ■% 


policy 




t Which is more important vhen serving the lilitary aexber: 

- Savings at the exchange (for the individual customer) 

OR 

- A viable and financially healthy on-base morale, 
welfare and recreation (K*R) program (i.e. child care, base gym, 
etc. ) 


1 •’$ 






,r v 




. m 


* What do you thin* your customers are most interested in from 

the exchange? 

Savings at the exchange 

OR 

Funds for a viable morale, welfare and recreation (KWR) 


■&/ 




J . rffa*' 
4 •+., <]•' 


: : m 


program. 




v ,r '' r *ff 




• n* 




■ijip 


i •*■«< ■ 


v<- ; f'A 

~ tW 




fyture Ouestl ^TJL 


"The future structure of our exchange systems say be 
dramatically different from vhat ve have been discussing so far 
this afternoon. One of the alternatives the DoD Task Force is 
reviewing is the consolidation of all of the exchange systems 
into one system — similar to the recently announced 
consolidation of the four services* commissary systems. 

• Based on your experience with your exchange system and vhat 
you have heard today, do you think the exchange systems should be 
consolidated? If yes, vhat would be the primary benefits and 
vhat should the consolidated management structure and operation 
look like? If you think the systems should not consolidate, why? 
Do you perceive any overriding disadvantages? I would like to go 
around the table and have each commander briefly give his 
perspective . 

• How should th* profits bs distributed to aoralo, walfara 
and recrsation (KWH)? How such? 


closure 


■is thsrs anything alsa anyona would lika to say? 

I apprsciats your tina and insights. Your opinions 
ara Important to this study. Thank you." 



APPENDI X 


report 



Xried Forces 

Military Exchange Consolidation 

Task Force: 

Jones Couaission II 


Focus Group--2 Aug 90 
Framework Questions 

. ^rnnolv that ve have a need for our exchange 

Army--Believe very st | fit to ourselves, our family 

services. They provide a benerit^ ^ we ll. We have 

members, r **®^®*i tround the vorld and at each installation, we 
soldiers » ts 'fJjSi.v, have some type of exchange 
have " no eatter how to XWR of our soldiers. The 

services. ®* c **£|* * n the responsibility to do research and 

development* into°our*uni f oras . We^ave a good system. 

Air Force— We have continuity t ^e W exchange°ls°not for 

t ^fit t only! P they «e therf^ to service us - non-confrontatlonal - 
there to support us. 

« lot Have asked sailors -and wives would 
Havy — Ownership means • 4 0 i n ed with AAFES. There are strong 

th ey continue to shop if ^^aSyiore Sailors are saying that 
feelings that they wo everything. This is the worse thing people 
"they* are out to take ev, •gth^ ™ n pact negatively. This is 
could do . for ul— not a business approach. Believe politics 

the emotion b ^^ ing H ^ ted to j^ow "who said to do it?-who wants 
strongly involved. a ho i d s i„ this? Someone is driving it. 

£iu».H is; 5>ii “ — “ ■*“ “ p 

and they won't own their exchange. 

The systems are totally different^ 

The Navy relies a whole ioc act ivities. Co to aany 

Si world and this take. . lot «* ~n.y. 

As far as the funding of $! ** 

right or wrong. He sort of ^ « avy not hold the 

& £ “A en^X.XtiSrit,^ 

x as- 

come from eoldiere and ainaen. 

_ .. m haw's facilitiee need a lot of work. The 

^ci^tioi U^it consolidation better bring equality, bring 
their facilities up to AAFB*. 

^ differences In tbs services. Havy is deployed 

sr. on land. V. try to billd our 



. We hive size fine facilities out 

facilities to seet those needs . *• * . ^ [ . - Ve hav . m for. ' 

there, they compare with civill active duty, ve have a 

t^iendoufretiree andleserve population that need to use these., 
facilities* v* fVa V h •*> 

Havy-'Wiil® 1® SffUTKS v| , | 

thought about combining with ^* ned< t £ ey loo# . the opportunity-. ,, ,,»• 
variety. I f the , overseas, visiting and shopping at an mw, 

to shop. sal J u . v we Know we ere still American. . The *■ .• ' 

exchange is ^ r9 polled believe they will lose the , 

"iiXmw JTSyHtK! S,ppi»3 i< U» •»«•“ «« «?*»«*: 

different worlds. 



mm 


Karine Corps-Agree "^^eiJ^e™. For 

Karine Corps exchange sy flexibility to serve the total 

eystea gives the J^ough tbe_M*R •*'%%£> •>' 


Karine *ioyibility to serve 

system gl ves th® coasander throo qhtl»e MWR system to support^ . 
community . Thi8 .! y ^®“ t W °e X ! i ^ion! In 1988 the Marine Corps was,; 

n^ds •«* *e C °? P J^TE r!* Se havS — * - — k lnt ° lt * 


m 


needs and a = co ” p “^ c ^ R “‘ Sehave'put a lot of work into it. 
told to look at their HWR- *® iiitles and at most exchanges, ; you , 

ss.‘^arusras , 2 ^.^‘ «*-. — •*««« <*• 

present system. . 

Army — With a telephone ^'^^n^ce^elar* 

Dallas and it happen*. The •xchwfl* *•£ p# had a^, ^ 

system, adjusts to needs of _«*"*• priorities can,*, 

items that were hard to 9 e ^ KnrexucracY would not 

. . ..lit m f nl onhonfi cal 


- AAFES got it. Priorities csn.,^ . ;t 
items that would hope bureaucracy would not 

changed with a telephone caU. wu^^ 8 ervtccneBb e r . 
become such that it woul d bo| do vo uld not want '» 

turn it over to a Malmart but 1 uns Advisory Board and ha.^ 
Walmart's Board tSSuse we have to meet too many^needs.^ 

it *igw not be responsive to th-needso^ 

The Secretary of the peopla'liive^! problem 

iL^aiftbty^e-S?- that w. vl^ 

the syste*. 

Air Force— Rumors are f“|f ^ t x ^y°aivl t Air" Force is going -great, 
benefit.. The tics.. . .. 




benefits. The alow. 

We cannot take c«e of bu could mot eat the losses. 

£Sm. C :2%h" a ~ni£ that keep our MWR program, going. 




Exchange 


Navy- -We hive poor and rich stores. The rich stores support the 
poor . 

Armv--We need to be concerned about base closures. We do not know 
what the cost will be to draw down. No one knows how much. We 
need to find out what is going on. We need firm decisions on vhat 
ve are going to have. We do not know. No one can tell me how much 
its going to cost to clean up an AAFES operation in Europe and who 
is going to clean it up. 

Kavy — The word is out that ve don’t know who the enemy is. Who is 
trying to screw the sailors. Is it AAFES trying to cover their 
loss of market in Europe? Is it DOD, are ve losing another B-2? 

Or is soaeone on the Hill trying to build a big nett egg? 

Marine Corps--Are ve being told this is happening? Appears they 
have nade up their nind. 

Air Force — If you look at every one of the past consolidation 
concepts, all have been completed, except logistics. 

Army — There is something about a PX that you believe you have some 
ownership. Why are ve trying to take ownership away? ~ 

NaV y i n discussion with a person who sits on the NAVRESSO 

Advisory Board and attended a military exchange consolidation task 
force focus group meeting, learned that the Head, Col Loughlln, 
told the participants that "status quo would not be acceptable.* 

Air Force — Being taken over by AAFES is not the issue. Army and 
Air Force said the consolidation is going to take place - need 
implementation plan.. 

Army— Why spend money on a study if the decision has been made? 

We are under the assumption it will happen. Why conduct a $10M 
study? 

Air Force— Leath said implement. 

Kavy — Leath said look at feasibility — do not implement at this 
time* 

Army — We need to go slow cannot be dons by 1992. 

Exchange operat ions Questions 

Kavy — The general feeling with the sailor is Navy sxchange not 
focused to needs of junior enlisted, tbs target is more for senior 
people. Is probably a fact. However, Admiral Weather son has taken 
that on board to change. It used to be that the only person being 
heard was the Admirals' wives, enlisted not on board. We have 


reversed that. Enlisted new serve on the Advisory Beard. 

We have a done poor job on explaining what ve do with the money. 
Some don't know what the money goes for. 

Navy doing an outstanding job, suited to area needs. Need local 

procurement. 

Army- -Some of what the Navy says is true. If you have a system 
available for people to express their concerns they will express 
them Few people complain about Sears— they just don’t shop 
there. At AAPES they can complain. They have a policy If more 
than four people are in a line, they will open another cash 
register. Although it may not happen everywhere, it happens when 
I*» In ths store. 

There would not be many people to shop in AAFBS if they did not 

monev Believes you can save between 20-25% at AAFES . Have 
cat a logue^sa 1 es I They^ave developed their own AAPES brands that 
have the same ingredients as the name brand item but at half the 

cost* 

**A discussion ensued regarding savings at competitive exchanges. 

***The moderator interrupted the discussion to ask, "Do you think 
servicemembers go back and forth between stores?" 

£ Lr j a y__y£ 3 , Prices about the same at exchanges. 

Naw--Discussed a recent survey done on San Diego area exchanges 
and pricing. The survey found comparable pricing. Sometimes we 
don't provide the product they want so that is one reason to shop 
around. As far as cleanliness is concerned, believed all stores 
were clean, however, Bay be in need of maintenance. Service 
depended on the store. However, NAVRESSO has instituted a 
training program to improve customer relations. 

Marin* Corps— Th* Marin* Corps does s good job yith pricing. 

Bel laves, hove ver , that AAFBS have items that thay intentionally 
prica down. 

A* far as sarvica is concerned, if a jr enlisted person has a 
problem with th* exchange, h* can taka hi. SgtMaj with him to th* 
exchange and it will h* fairly raaolvad. *r 

Air Forca— Believe* th* savingehav* to b* there or no on* would 
be shopping pt ths stors. AAFBS is ons of th# largest retailers 
in th* world. Quality of products have increased. 


The Air Force representative asked the Havy and Marina reps if 
they had the understanding that ths local manager does not have 


the flexibility to change stock. 

Marine Corps-The perception is the local coaaander does not own 
the stores. 

XnDV t Air Force--That is a misconception; the commander has 
complete control of the store. 

Karine Corps-Asked If the exchange fell under the immediate 
guidance of the Ar»y and Air Force. 


Aray t Air Force— Ho, it is separate. 


_ if, r { nd Corps system, we have ft centralized 
h e adqu art e r s" for* 1 KWh'- The exchange falls under that which fall, 
under CMC • 

, j 4-Kift to happen doesn't know that first you 
Navy --Who ever vhen you sake a statement that 

have to do an education ^ then you go to tb. 

drawing r board? 0n There°could be 5,000 repercussion, fro. this. 

_ 4.v« of.foa when vou shop, you don't pay taxes. That is 
Army--I n the states ^nSfit. Another perception is that someone 
perceived as a real^ civ iliani*e it. If they want to do it, 

wants to take away » trying to do. What are the 

U ?ions? 6 «°you are going to Mne for a benefit, no one 
motivations? If yo | n g it? (Went on to discuss a recent 

tires^hat^vere priced significantly lower than 
outside retailers. 

Relationship of Exchange with Customer 

S!“» St 

and to make recommendations. 

yx 2S STJt: *” , * t “ 

gt^fSTit* Sill bo 

taken care of* • 

•*A discussion *2^^ 1 p2 n t« W had°prof i^distributio^percentages 
Programs. All participants p mgr eed that each system was 

apples) 

Profit Distribution 



n ,rt ic irants ware asked if they vere satisfied with the 
f q uity of F the 1 C sy f s?e», the following was recorded: 

, satisfied but they are simplifying it. It is flexible, could 

^T'lOO% to the single fund if desired. 

Navy- -Sat isf ied. 

T t v, nast the Army spent money on -I love me" things that 
mly^l hav^ Itil'ioi business sense. But they are taxing a 

different look at it now. 

When asked whether profit distribution encourage incentive, the 
following was recorded: 

Havy— Believed their exchanges were highly sotivated. 

Savings vs Service (which is wore important) 

Navy — A balance. 

profltabl^systea 1 yet* also ht^tf ;f,« U s!vings°o5portSnitie.. 

Air Force — If you lose savings, you will lose KWR. Has to be a 
balance. 

Army — Had the following question for the ^“^the” ffect on 
consolidate can we receive »r 9 j affec t on HWR? What are 

capital outlays and KWR revenues. 

What about customers • Savings vs HWR Program 
Marine Corps — Savings. 

Air Fores- -They want savings, don't know vhet 1. punped into MHR. 

Kav y customers don't understand. If yoo explain then they want 

to take care of KHR. 

‘-jy, J0 g think exchanges should consolidate: 

v— ►„ A.t.rmine the improbable, will there be an 
Arny~So*eone has to de rmlne ^P wm y< „ enara t* s larger 

Increase in The more ve consolidate the more 

profit to put ba^ Into MTO7 difficult for the system 

peopis with their f inger^ln^tne |t Wu|t is the make up of 

to w 2 rk, J Keed enlisted on it. Commissaries are 

the Board of ?£, r !S^SiiimvS belonged to the Federal Government. 

£?ong. to the servicemen. The Federal Government 



.ices not build an ^change, ve do. the* 

future ^If'he^cUonTs lade. tLre has to be someone to sit 
down and decide if it’s feasible. 

_ anree with consolidation. We underwent a 

Marine Corps . j[ t 19S8 We are just not seeing the 

complete f^^o? "and oinage^^t.^ If « combined, ve will see 
benefits in profit an | people will get hurt and see 

U"dit”uKUr“ It .b»w ~t f —M-*- 

- ua see confirms consolidation will ^ a PP? n r 
Air Force— Ev Y^h 9 Board of Directors going to look ItX®? 

In that case, what ^ . iea bers present today must be on 

Believe the fo« ®®"*? bl ®"ty t o remain vith local cosaander. What 
the board. that meets bottomline, have savings for 

is the correct P«c*£age ^hat^eets^^ H eed that balance 

W «. S.cr.tary .< U» 

Air FMci signed a letter out. 

However, in the P*rt .“tJ^nL^of * thi futility is'the^roblem vith 
merged backrooms. ** name ve do not have to change the front 
^ice!***^ not^vant SThSibllS to meet local needs to go 

away. 

Hw -U».wt.l, not « 

sri: s.ar-;uv h v*."iin‘i. «*w 
m *i4l losa? 

- '* - -r* “ 

sgj^-jsttrsns s«wsa« s ssr 

the facte* 

AnV..*. need to make sure ve knov vhat ve’re doing. Wove 
cautiously. 

Wavy— Smells like someone struck a deal. ■ *. 

Mfitlnnftl <v— ants 

BuX'SSS® Sh/SS 5S^?*“u- 



exchange as veil as the soidier. 

Karine Corps— Could not accept less distribution than vhat the 
Karine Corps is pulling now. 

Navy— Wants a guarantee that the Navy will get vhat they are 
leaking now. Would like the burden of guarantee put back on the 
people who want this to happen. 

This is the worst timing in the world. Would like the junior 
enlisted personnel thought more of. 

Army— Believes the retiree perceives the exchange as a benefit. 
Would not want to do anything to curtail their benefits. 

Air Force— The exchange is definitely a benefit in everyone's 
view. The exchange savings are even factored into pay. 

Army — This action could hurt retention. People identify with 
their own exchange. 
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executive sckxary 


The Department of Defense review of military exchanges is a 
baseline assessment of the four services' exchange systems. A 
focus group of installation commanders in the Washington, D.C. 
metropolitan area was held to capture commanders' opinions, 
attitudes, and beliefs about their respective exchange system. 


Key findings of the focus group are: 

m The overall group consensus for consolidation was not 
favorable. In a vote of the 10 commanders, seven were against 
the proposed consolidation, one was in favor, one deferred 
decision, and one did not vote. All commanders viewed each of 
the services missions as too different to be effectively 
supported by one agency. 

• All commanders believe that exchange satisfies their 
command’s mission needs. They defined the exchange mission as 
providing quality goods and services at discount prices. 
Additionally, the commanders believe the exchange operates as a 
service to the community and is focused on the needs of the 
patrons. 

The relationship between the commanders and the exchange 
differs significantly between the Navy and Marine Corps 
commanders and the Army and Air Force commanders, pie Navy and 
Marine Corps commanders have direct operational control over the 
pxchanae. The Army and Air Force commanders do not have 
operational control , but perceive the exchange manager as an 
integral part of the. command and community. All participants 
believe that the current command and exchange communication 
channels are adequate. 

• All commanders understand how the profit is distributed 
systems for their service and the MWR activities. Overall, they 
veregenerllly satisfied, with the exception of the Air Force 
commanders. Air Force commanders were dissatisfied 

current profit distribution policy of their service. Both Army 
and Air Force commanders stated they desire a greater bottomline 
return to the local level activities. The Navy and Marine Corps 
commanders have the direct support for MWR based on h ® v 
their exchange performed. The Army commanders receive direct 
dividend payments from their exchange system from phones, Class 
VI stores , and amusement machines. 

• Exchange operationa, service to the different populations, 
and pricing were all satisfactory to the majority of commanders. 
A Havy commander stated that the exchange «tries to do the most 
good for the most people and can’t make everyone happy." 
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. believe that savings at the exchange and a 
• All commanders voittw on-base MVR program is not 

viable and financial y Marine y Corps colander stated that 
mutually exclusive. the biqqest dollar is a balancing act.” 

"service versus »aXing the biggest^ services Bay be 

Most participants agree. a t to put into HWR funding. 

Overall?^the°exchanges B ar**placed In a tenuous position between 
support and profit. 

j believe savings could be realized 
• While most § comma: nders redu ced duplication of personnel 

with consolidation thro 9 they did not believe centralization 

rAi T— «* ■»!«« U no. •!.«,. * 

better." 
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BACKGROUND and PURPOSE 


The Department of Defense review of military exchanges is a 
baseline assessment of the four services’ exchange systems. The 
Armed Forces Military Exchange Consolidation Task Force has been 
tasked with the objective of identifying increased efficiencies. 
These efficiencies may include reducing overhead costs and 
increasing savings to patrons without degradation to customer 
service. The Task Force reviews all functional areas of the 
exchanges. The end result of this study could suggest 
consolidation of all or some of the functional areas. 


A focus group of installation commanders in the Washington, D.C. 
metropolitan area was held to capture commander's opinions, 
attitudes, and beliefs about their respective exchange system. 
Specific questions areas were: 

• What is the relationship between commanders and their 
exchange? 

• What are the command perceptions regarding the profit 
distribution system? 

• How well does the commander believe his exchange serves the 
base population? 


# Is the commander satisfied with current exchange 
operations? 

• What are the commander's opinions on a consolidated 
exchange system? •, 
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METHODS a_nd PROCEDCTRES 


The following section 5o5« ^0^15:* ^ 

development^sanpl^se lection, end group composition. 


The Moderator Guide 

««•«“« ss fcssaa 

the ££ Air Force Exchange Syste. (AAFES) , and the Navy Supply 
SystenConnand (NAVSUP) . The representatives were. 

Ms. Tamra Avrit 

Head, Marketing Support Branch 

MWRSPTACT, Headquarters, O.S. Marine corps 

Mr. Jin Winters 

Sfii?SH«Sl3? 

““«o" ™.K'SSl;rX. s»ppo« w- st *" 

Naval Supply Systems Command 

The initial ^ 

object! vest ^e^PTACT’conducted ST 

branch m f n ® 9 ers from^the exchang , if question areas. A 
hospitality divisions to further laenriryq the other 

dr.f.^W. .tSSSJ S3 <1»1 review Ire. 


A copy of the moderator guide ia in Appendix A. 


Sample Selection Procedure 

w . „ a. .1- S%SiSiS»'“!S.“3«“SuSS°«“ 

the sample was drawn only from ng^ selec ted from the sane 

connands. Even though parti ipant e^ t iv e# wlth the » f r on other 

locat ions^wher e^ they*ha ve served. 
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Commands represented were: 


• Array 

Fort Belvoir 
Fort Meade 

Military District of Washington 


Naval District Washington 
Naval Sea Systems Command 


Air Force 

Bolling Air Force Base 
Andrews Air Force Base 


Marine Corps 
Henderson Hall 

Marine Corps Combat Development Command, 


Quantico 


Group Composition 


There were 10 participants 
demographic characteristics 


in the focus group, 
of the group were: 


Specific 


All participants were grade 06. 


• participants had an average of 25 years of active duty 
service. The range in years of active duty service was from 22 
to 28 years. 

. 80 percent of the group have had other installation command 

positions, other than their current assignment, which required 
exchange involvement and interface. 

• 100 percent o t the group was male. 


• The average age was 48, with the age range between 43 and 50 
years. 

• 90 percent of the group was married. 

e Participants had an average of two children, with the age 
range between 10 and 26 years. 


Group location and Time 

„ r - nn w ,- held from 1100 to 1315 at the Fort Kyer Officers* 
Club 9 in Arlington, Virginia on Wednesday, 18 July^ 90 - Lunch 
was served to the participants during the discussion. 
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Facility Description 


The group was held in the Deavers Rood of the Fort Hyer Officers' 
Club The table was arranged in a horseshoe shape allowing 
participants to see each other during the discussion. An easel 
was placed in the center of the horseshoe and was used to capture 
key phrases and definitions for a number of questions. 


Taping 

The entire session vas taped, in addition to transcripted by a 
shorthand recorder. The tape recorder vas also placed in the 
center of the horseshoe. A copy of the notes are in Appendix B. 


6 


the findings 


The session was moderated by Ms. Avrit (MWRSPTACT) and observed 
by Commander Kaloupek (NAVSUP) and Hr. Winters (AAFES) . Two 
representatives from the MWRSPTACT assisted in the session: Ms. 

Kerry Lewis was the shorthand recorder and Ms. Beth Burris 
summarized key points for the group on the easel. 


Predispositions 


AH group participants were cordial and several knew each other 
through their command positions. 


It was apparent that all of the Marine Cops and one of the Havy 
participants had been thoroughly briefed by their staff on the 
exchange consolidation study and their services' position. 

Several of the participants had briefing and point papers with 
them which discussed profit distribution and market basket price 
savings between the exchange systems. Their preparation for the 
session indicated their interest in the topic. While 
contributing positively to the group discussion, their individual 
opinions as commanders may have been influenced to represent 
their service's position. 


Hr Bob Cook (General Manager, Washington 
George Quigley (Chief, Washington Office) 
attended. 


Area Exchange) and Hr. 
, both fron AAFES, also 


Sumary of Findings ^ 


This section will ;ist each question from the Moderator Guide and 
provide a synopsis^ of the focus group discussion. The guide had 
four question sections: framework, command, policy, and future. 


PramevorX 


• what do you think is the mission of the exchange? Do yon 
perceive any differences in mission between the services? 


The exchange mission is to provide quality good. and services at 
discount prices. The exchange operates as a service to the 
community and is focused on the needs of patrons. Host important 
to the commander was that the exchange should serve the unique 
requirements of the command and of the service. The exchange is 
viewed by commanders as the "umbrella of quality of life 
programs." 
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• Does the exchange satisfy the mission needs? 

All commanders believed the exchange satisfies their mission 
reeds. The Navy and Marine Corps representatives addressed 
their ability to control exchange operations because of their 
direct control. A Navy commander stated that "the installation 
commander is now tailoring services to meet the needs of the ^ 
local community." An Army commander stated that he was ^ pleased 
that the exchange willingly supports and is a positive influence; 
on the community." 


• How would you describe your relationship with your base 
ex chan ge? Is there a relationship? If there is, what kind of 
relationship do you have? If you do not have a relationship, 
should you have one? 

Each commander presented his perspective on the relationship .1- 
between command and the exchange. The Army and Air Force 
commanders had a significantly different relationship with their 
exchange than the Navy and Marine Corps commanders. 

One Air Force commander stated that he had *a difficult time 
differentiating whether the exchange manager works for me or 
not. however, (he) takes instruction from me and is an integral^ 
part of command. " Both Army and Air Force commanders perceive 
the exchange manager working for the installation commander, but . 
also working for AAFES. Although they have no direct operational 
control over the exchange, they believe AAFES would take 
corrective action if a problem occurred. All of these . 

commanders believe the exchange manager to be an integral part of 
the command and the community. 

An Air Force commander did express the concern that the exchange 
manaaer is placed in a precarious position serving two masters — 
the loLander and aXfesT While he did receive the level of 
support he desired, his comment was that 'the “aster that . 

controls the performance ratings gets higher allegiance than the 
master who doesn't." An Army commander stated that he was happy 
with the AAFES system for two reasons; first, he received money 
for** capitalization of other MWR activities through the AAFES 
program; and second, he was willing to give up some local control 
for professional retail management. 

The relationship between Navy and Marine Corps commanders and 
their exchange im direct. Both the Navy and Marine Corps 
participants expressed satisfaction with their decentralized 
structure and their ability to control exchange operations to 
meet mission requirements. 

The Navy commander sets policy and profit goals for the exchange, 
in addition to writing the performance review of the exchange 


manager. One Navy conunander discussed his relationship with his 
exchange officer and stated that he had an "excellent 
relationship with the exchange officer. If ve have a 
disagreement, he can stand at attention until he comes to an 
agreement ... (I) believe it is a benefit for me to write the 
fitness report because Headquarters does not always respond fast 
enough — I have the resources to provide immediate support." 

The Karine Corps participants explained that they have totally 
consolidated all morale, welfare and recreation (MWR) activities, 
including the exchange. The commander writes the MWR director's 
performance review, who, in turn, writes the exchange managers. 


Command Questions 

• Please explain the chain of command at your installation 
regarding the exchange operation. How do you feel about this? 

All commanders viewed the exchange manager as an integral part of 
the command regarding MWR support and community activities. The 
Navy and Marine Corps commanders have direct control over the 
exchange operation, while the Army and Air Force commanders have 
some control. 


• What kind of requests does the exchange make regarding 
administrative or logistical support from your command? What do 
you think about these requests? Do you think these requests are 
reasonable or unreasonable? Is exchange management generally 
both receptive and responsive to command recommendations for 
improving exchange operations? 

For all services, the^ exchange makes similar requests for 
installation services as other tenant activities. There was 
significant discussion regarding the funding of exchange facility 
repairs. For all commanders, the funding for the exchange 
repairs Is in competition with other maintenance requirements. 

The Navy and Marine Corps representatives prioritize work 
requests for the exchange along with all others aboard the 
installation. The Army and Air Force commanders, similarly, have 
to prioritize maintenance and funding. Several of these 
commanders discussed the lack of funds for appropriated fund 
maintenance and felt AAFES should have funding available to 
repair facilities. 
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* How do you interface with exchange management regarding 
opening and closing of facilities? Hours and days of operation? 
Merchandise and services offered for resale. Facility access. 
Dress codes? 

For the Navy and Marine Corps commanders, the exchange control is 
direct. These commanders control the facility operation to meet 
command and local market needs. 

For the Army and Air Force commanders, the control is not direct, 
with AAFES reacting to command requests. For example, one Air 
Force commander wanted the exchange closed on Thanksgiving along 
with other base facilities. The AAFES policy, however, was to 
remain open. He stated that this dilemma put the exchange 
manaaar in the middle of the commander — AAFES dispute. The end 
result was that the exchange did not open on Thanksgiving, as per 
thecommand direction, and the manager had to explain to AAFBS 
wanaaement about the loss of profits. Conversely, an **** 
commander provided an example of an AAFES snack bar which was 
selling alcohol to minors. AAFES reacted positively to the 
commander and improved the carding procedures. 


• Are command and exchange communication channels adequate? 

All commanders agreed that the current command and exchange 
communication channels are adequate. 


• Do you fcnov how your service distributes exchange profit* 
to you? 

were aware of how their service distributes 
exchan^ profits. There Is a significant difference between the 
four services' profit distribution methods. 


• Can you explain how your local morale, welfare and 

i on fionh prooTSi if supported by the exchange? Do you 
received frcjour base exchange for 
y£S£ HWR program? If not, should you know? If yes, what is the 
amount? 

All commanders could explain how the local MWR program i* 
supported by the exchange. 

TVie Maw and Marine Corps commanders have the direct support for 
££ based*on hEv.ll their exchange performed . X Marin. Corps 
commander stated, *we decided, therefore we know. . 

commanders reviewed monthly balance sheets and profit and loss 
statements on their exchange. 
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_ receive a prescribed dollar amount per man 

to support their KWH program. The Air 
of exc.i g P were particularly disenchanted with their Air 

F ° rCe H^daCarters profit distribution policy. Both Army and Air 
Force Headquarters pr° “ t see a percentage of the bottomline 

Force commanders o Id 1^^ leyel activities . These commanders 

profits cont ^huting sheet or profit and loss statement 

did not see Although these commanders stated they desire 

on their exchange. h e ^ change operation( they believed, 

greater control o t „* ed to know the financial performance of 
thei^exchange^ because" it did not affect their profit 
distribution. 

. m-nuD discussed the relationship between 

Subsequently, the gr distribution. The AAFES representatives, 

facilities and profit distributi capltaliration and 

Mr. Winters and Kr. Cook, a is accounted for in the Navy 

facility construction . ibut ionf igures . Also, they 

stated that^good^exchange facil.it ies^are^across to % oldierB to 

«u«.- 

Similarly, an Ai _ _ , ^ the other services* A Navy 

were superb when £™|* r ®omLnder * s comments regarding AAFES 
It^ilities? but feltthat AAFES management prohibited Incentive 
to do better • 


system? *■ 

* j __ the Air Force commanders, the participants 

^i.> «■ **1* 

distribution systems. 


. Do you potooluo 

istsay 1 sfjrurs y~^ -~* «« *— 1 

improvement? 

h» Air Force oo—odor “! “.SaSSt. 1. , 

incentive at the io^Jba ^ an(Jer8 expre ssed their satisfaction 

profits. Two of ^ .. these two commanders, one stated 

Clth their current eyeteo^ «■ ““£ eld the other 

stiss^ai s.t™ -did ... .... th. h...i. .< tinih, 

billets." 
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0-e Navy commander believed it was critical to oaximize 
incentive at the local level. He stated that -if doing veil, all 
chare in the gain, and if not doing veil, all share in the 
failure." The Harine Corps commanders believed there vas 
significant incentive at the local level. 


How well do you think your exchange serves junior enlisted? 
Senior°enlisted? Officers? Family .embers? Retirees? Others? 
(Reservists, Units, >WR activities) 

The Marine Corps commanders believed that their exchange has good 
™'"rt with all ranks and other community members. 

Additions 1 ly , they stated that -the local commander has the best 
feel for the needs of the community. 

The Navy commanders believed that their exchange operations bav. 
improved significantly in the past two r f?° val of 

the "stovepipe." Furthermore, a Havy commander stated the 
exchange "tries to do the most good for the most people and can’t 
make everyone happy." 

The Army and Air Force commanders echoed the Kavy commander's 
statement regarding the exchange serving a wide and diverse 
population. Overall, they were pleased with their exchange 
operations. 


HOW are the exchange prices? Is there a savings to the 
customer? Is merchandise selection and availability adequate to 
needs? Is the quality of merchandise and customer 
is factory? Are the facilities clean and attractive? 
IT^Sa^e £d employee attitudes customer service 

oriented? 

There was significant group discussion on exchange pricing. All 
anreed that exchanges "walk a fine line between 
suSSIrt and profit*- Additionally, they believed there is • 
roblea with customer perceptions regarding the exchange as • 
benefit. The'^oup did agiee that "perhaps we (command/service) 
were demanding too much from our exchanges to put into our HWR. 

<" ” »» • KJ'tScf .< 

pricing^compiaints from the higher, rather than the lower grades. 
An Army commander stated that he perceived that each time the 
e.rvirM received a pay raise, AAFES raised the prices* He 
received many complaints from the community and believed AAFES 
investiaate this practice. A Marine Corps commander 
stated that he believes he has -an ethical obligation to the 
troops and is always doing local market surveys to adjust 
pricing. - 
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„ Does you r command have customer advisory meetings? If not, 
thoul^ou have these Beetles? If yes, hov frequently are these 
Meetings scheduled? Are the recommendations of these meetings 
acted upon? 


All commanders stated they have regularly scheduled customer 
advisory meetings. 


. do vou receive support from the Headquarters, or regional, 
tevel^f you£ exchange system? Do you feel you have access to 

tbis level? 

, , ,.j orQ otated thev receive support from the Headquarters, 

^^giSnat! leve^f ^exchange System. Additionally, they 
all felt they have access to this level. 


policy Questions 

which is more important when serving the military member: 
i the exchange (for the individual customer)? or, a 

viltdl a^d financially hLlthy on-base program (i.e. child 
care, base gym, etc.)? 

A1 1 commanders agreed that these were not mutual ly^exclusive^^ 

^/-fervicfversur^Ung^e biggest dollSr is a balancing 
act . " 


. What do you think your customers are most interested in from 
exchange :^°savings at the exchange; or. funds for a viable 
MWR program? 

All **r. >0»J th.t tt.y do njt =utto.«j 

assjara g. , ag ^g 

s^ y a tangible benefit, such as savings at the exchange. 


_ I8 your exchange construction prolan re^nsive to command 
requirementsT^Doyou feel the amount invested in exchange 
Jtlili^onstruction is adequate and appropriate? 

All commanders believed that the exchange construction program 
was somewhat responsive to command requirements. 
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Future Questions 


. Based on your experience with your exchange systea and what 
h P ard today, do you think the exchange systems should be 
Consolidated?^ ifyei. vhCt would be the priaary tenefits and 
£ t i£ould the consolidated aanageaent structure and operation 
T^k like? If you think the systeas should not consolidate, why? 
you perceive any overriding disadvantages? 

X.°S*mS!'m ‘tSiim. •»> S~ dW not »«.. loot 
An d er a did believe savings could be realized with 
consolidation through the reduced duplication of personnel and 
increased buying power. 

Both Navy »d Kurin. Co were 
S ^e t predominant feellng^aaong these participant, was 

i;rb :a.°sr:ia5is« s “ssss* •Swiss's.** 

tSrtii a S~2 ~ i?iSfSS^?5iriS.tS21lS 

x&ias: 1Y « isrsTbiiiy- «• «*i»> "»■»"»*'>“*« •• * 

commander to his troops would be compromised. 

s s , tjr.:S".: t srt“s. h : I 5?«ioSi Jraasr|S2ir 

^r 2 t^Ssi*n a .a*s^s^s i t^5.ss.*!? r *, J i3ssf 

det ?a i Sn«L^rr*nt«li*edr Be added that he believed 
exchanges should not receive any appropriated fund support and 

nothing. He belle * trying to do for the conaunity 

5*S£S*SmIZ 1.5S S.f thS’Sitbin, — 

to save money throughout. 

UM1« one Air force connander believed bob* consolidation could 
im ii!L^»wiMs ha had great ■trepidation with what aay happen 
?J[ 0dU K* 6 Ho flit that “all super supply organizations have been 
J el Hif?ear was tttt AA>ESwould develop siailar to 
tte Gove™4nt Services Adainistration. Defense Logistic. Agency, 
and others. 
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• As a commander, vhat type of relationship should you have 
with your exchange if consolidation occurs? 

This question was not discussed at length due to time 
limitations. 


• How should the profits be distributed to morale, welfare 
and recreation (MWR) ? How much? 

All commanders agreed that profit distribution to KWR had no 
relation to the consolidation. The commanders viewed this issue 
as an individual service headquarters decision. An Army 
commander did state that "a bigger piece of the action needs to 
go directly back to the installation." 
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NSTALLAT X ON COMMANDERS 
FOCUS GROUP 
REPORT 


Xr»ed Force* 

Military Exchange Consolidation 

Task Force: 

Jones Commission II 

Verify participants are in the proper group. Distribute name 
tags/cards for first name only. 

Introduction 

■Hello. My name is Tamra Avrit and I'm the moderator 
today. We will be here for lunch, about two hours. The purpose 
of today's meeting is to talk about an aspect of your military 
benefits. ■ 


self -Disclosure 

■I am hj marketing specialist with the Marine Corps, 
however, for the purpose of this session today, I an with the 
Department of Defense. Please feel free to make any positive or 
negative comments about anything that comes up in our discussion 
this morning. My job is not on the line today — and I don't 
have anything to sell. Say whatever you like about our topic as 
long as it's true for you. Today, our topic is military 
exchanges • 


Lieutenant General Donald Jones, the Deputy Assistant 
Secretary for Military Manpower and Personnel Policy, is chairing 



a task force which is conducting a baseline assessment of 




military exchanges. This task force was directed by the 
of the Morale, Welfare and Recreation Panel of the House Arae'dl 

Services Committee, Congressman Marvin Leath. You were invited 

-s? 

to this session to give your opinions, as an installation | 

commander, on your exchange and exchange system. Your input is ^ffj 
important to this assessment. 


We have representatives from the Army/Air Fores; • 
Exchange System (AAFES) , Marine Corps Exchange (MCX) , and the 
Navy Resale and Service Support Office (NAVRESSO) here to hear 

jr, 

what you have say. 



for our meeting. 


"Before ve begin, however, ve need some ground rules' 


Please talX one at a time and in a voice as loud as ^ 
mine. This session is being both taped and recorded by our - 

shorthand secretary — only to assist in our report writing. ‘ i ^ 
Everything you say is confidential. 

I need to hear what everyone has to say, but you So. 
not need to answer every question. You do not need to address v 
all your comments to me to get them on the table for discussion 




. ±:i 


m 


You can respond directly to something else that is said, but 
avoid conversations with your neighbor. Say it so ve all can 
hear. 


He will observe the no smoking rule during this 

session. 


There are no right or wrong answers in what ve are 
talking about today. I need your different points of view 
expressed in our session. Have the courage of convictions, even 
if you are the only one in the group that feels that way. There 
may be other commanders like you outside of this roo». 

Host importantly, each commander here is as important 
as the other in this DoD study. Similarly, each exchange system 
is as important as the other. 

Finally, rank is to be left at the door." 


Self -Intr oductions 

"Please introduce yourself to the group and tell your 
first name, your installation, and how long you have been there. 



frasevor V Questions 


• To begin, what do you think is the mission of the exchange? 
Do you perceive any differences in mission between the services? 

• Does the exchange satisfy the mission needs? 

• How would you describe your relationship with your base 
exchange? Is there a relationship? If there is, what kind of 
relationship do you have? If you do not have a relationship, 
should you have one? I would like to go around the table and 
have each commander briefly address their relationship. 


Command Questions 

• Please explain the chain of command at your installation 
regarding the exchange operation. How do you feel about this? 

• What kind of requests does the exchange make regarding 
administrative or logistical support from your command? What do 
you think about these requests? Do you think these requests are 
reasonable or unreasonable? Is exchange management generally 
both receptive and responsive to command recommendations for 
improving exchange operations? 


• Hcv do you interface with exchange management regarding 
opening and closing of facilities? Hours and days of operation? 
Merchandise and services offered for resale? Facility access? 
Dress codes? 

• Are command and exchange communication channels adequate? 

e Do you know how your service distributee exchange profits 

to you? 

• Can you explain how your local morale, welfare and 
recreation {MWR) program is supported by the exchange? Do you 
know the amount of money received from your base exchange for 
your MWR program? If not, should you know? If yes, what is the 
amount? 

• Recognizing the competing needs for exchange profit dollars, 
are you satisfied with the equity of the profit distribution 
system? 

• Do you perceive that the profit distribution system provides 
incentive at the local level to improve exchange service and 
efficiency? If not, what do you think does provide for local 
improvement? 



• How well do you think your exchange serve* Junior enlisted? 
Senior enlisted? Officer*? Family members? Retiree*? Other*? 
(Reservist*, Units, KWR activities) 

• How are the exchange prices? Is there a savings to the 
customer? Is merchandise selection and availability adequate to 
customer needs? Is the quality of merchandise and customer 
service satisfactory? Are the facilities clean and attractive? 

Is exchange management and employee attitudes customer service 
oriented? 

• Does your command have customer advisory meetings? If not, 
should you have these meetings/ If yes, hov frequently are these 
meetings scheduled? Are the recommendations of these meetings 
acted upon? 

• Do you receive" support fro* the Headquarters, or regional, 
level of your exchange system? Do you feel you have access to 


this level? 


Policy Questions 


• Which is more important when serving the ailitary member: 

- Savings at the exchange (for the individual customer) 
OR 

A viable and financially healthy on-base morale, 
welfare and recreation (HWR) program (i.e. child care, base gym, 
etc.) 


• What do you thinX your customers are most interested in from 
the exchange? 

- Savings at the exchange 
OR 

Funds for a viable morale, welfare and recreation (MWR) 

program. 

• Is your exchange construction program responsive to command 
requirements? Ob' you feel the amount invested in exchange 
facility construction is adequate and appropriate? 



fyture Quest long 


"The future structure of our exchange systems may be 
dramatically different from what we have been discussing so far 
this afternoon. One of the alternatives the DoD Task Force i. 
reviewing is the consolidation of all of the exchange systems 
into one system — similar to the recently announced 
consolidation of the four services' cosmissary systems. 

• Based on your experience with your exchange system and what 
you have heard today, do you think the exchange systems should be 
consolidated? If yes, what would be the primary benefits and 
what should the consolidated management structure and operation 
look like? If you think the systems should not consolidate, why? 
Do you perceive any overriding disadvantages? I would like to go 
around the table and have each commander briefly give his 
perspective# 

• As a commander, what type of relationship should you have 
w lth your exchange if consolidation occurs? 

• How should the profits be distributed to morale, welfare 
and recreation (KWR)? How much? 


Closure 


■Is there anything else anyone would like to say? 

I appreciate your tine and insights. Your opinions as 
commanders are important to this study. Than* you." 
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COMMANDERS 
FOCUS GROUP 
REPORT 




TOCOS GROUP 
ARXED FORCES 

MILIT KR'i EXCHANGE CONSOLIDATION 
TAB K FORCE: 

JONES CCXXISSION II 


MISSION OP EICHANGB 

2- Multi-service agency, department store with services. We 
^ld have the same privileges and benefits and reap the same 
rewards 


USMC 2 : Should serve the unique requirements of their command. 

itch t centerpiece of the umbrella quality of life programs. 
It^s^the drawing card that brings them all in. Tailored to fit 
local area. 


1ISA 2 ; Echoed Navy comment — one stop shopping concept. 

t , SAF l 8 superior service, quality goods, discount prices. 

„ SA 3 . focused on needs of patrons — customer satisfaction — under 
continuous evaluation. 


USA i: Exchanges also have larger responsibilities like 

amusement, recreation programs, and food and beverage. Allows 
the commander to provide a service without the worry of 
manaaernent . Consistent policy all stores run the same at AAFES. 
WKS hts other initiatives to include theatres and Class VI 
management. 

fVTTBFY NBBPg 

y* 

USA 2 : Yes. 

USM 1 : Yes, particularly the last two years, after the stove 

Hfpe was removed. The installation commander is now tailoring 
services to meets needs of local community. Because of this, 
sales have Increased. 

USA 3 s Exchange manager sits in on staff meetings and believes 
hereceives a lain from this. For example if they want to give 
something away or want to give something to an activity the 
exchange^will ingly supports and is a positive influence on the 
community. Although we do not have the niceness °* c °nt«*» 
because he does not work for us, we do have some say on how he 
performs. 

y SMC 2 ; Yes, this is under the commander's control— do not want 
to change. 



P EUkTTONSHI P WITH B*8g — g ?CHA>^G _g 


USN 2 : We own the exchange manager, 

policy and profits, 


he reports to us. We set 


nc.c 2 . Have a difficult time differentiating whether the 
iftKInqe manager worXs for me or not, however, takes instruction 
. w!o And is an integral part of command. Anything I need-or 
^° B ^Lunitv needs? hi getl easily. Attends staff meeting and 
eontribSS. a great deal? Believe there is no difference in 
Aether he worts for me or whether I give operational guidance. 
It i lelt he Sas not doing the job X believe AA7BS HQ would 
Vfl him at my request . A benefit of AAFES is that I don t 
hive to h be concerned^ with the management of employees. With 
regard to community needs, I am amazed at the number of times 
AAFES passes the decision making to me* 




usa 2 • Echoes relationship as USAF 2 and added that he use to 
• k h Ad the control the USMC and USH had. But on further 

thought feel it has not been a problem— they take inarching orders 

from us. 


usAF l* Has a positive feeling on AAFES. Has a good 
Slfti^nship with manager, he sits in on staff meetings-and : 
^ an advisory council. However, feels it could be improved 
tl 1 dloree. D^not have operational control, not consulted on 
everything that effects the community. Sometimes this puts the 
exchange manager in a precarious position. Sometimes he has to 
lerve two masters . The master that controls the performance 
ratings gets higher allegiance than the master who doesn't. 


USN Excellent relationship with exchange officer— if we have 

adisagr e ement , he can- stand at attention until he comes to an 
However, bottom line profits is not the only , . , 

^?iteria * It’s the product — if ve make the best product; profits 
1 if Thave a meeting, the exchange officer and the MWR 

are in attendance — their role is complementary. The key 
i^to establish a working relationship, that's what f 

work Believe it is a benefit for me to write fitness report. 

TO !Ues not always respond fast enough-I have the resources to 
provide immediate support. 


Mi 




tisMci; Have the ideal relationship with exchange officer. 

^^ks directly for me. The idea of serving two masters- Is too . 
^«»n?lcated for the USMC. In the USMC we have the responsibility 
to eip^rt each “her. I'm here for hi- and he's here for^me , . ; 
Have open, direct communication to respond to ethical needs oft 
Karines. 


■'‘isil 

V:;- 

... ; 

: ,?I ; W 


,«M C 3 - The HASC requested the USMC to consolidate and we did 
^•mw^o^JSS an 06 (Col) . I write his fitness report* 
and he writes the exchange manager's. If we have unique 
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Mci 3 . Happy with the system for two reasons: (1) Benefit from 

the ~>afES program because we get money for capitalization of 

mwh activities. (2) Willing to give up some local control 
for or^ssional management. I do not have to worry what is on 
the shelves — have a professional manager malting that decision. 
On!v thing not on board with AAFES is their contracting. I must 
0 a middle man to get things done. (Described a 

’VM“of wanting to build a Burger King that had been delayed 
?or two yetrs b^ciule AAFES had signed a generic contract for 
S t fLrf operation construction that was not conducive to local 
brild^rrtttcuSns.) I could do better on fast food outlets 
if x did not have centralised role of AAFES. 

dsh 1* Big difference in the Navy. Can get a fast food 
ps ‘~ „ 1 one < n iso day. Don't have to worry with the 
congressional interference because use local contractors. 

1 . Dialogue with local management is outstanding. Execution 
of ^ dialogue runs from poor-fair-to pretty good. Biggest concern 
withclothing sales-management from AAFES not to good. 

Service provided to other services is not good. Also concerned 
fb^t environmental issues (leaking underground gas tanks) 
believed AAFES not online with environmental issues. Agreed with 
ofi 3 on contracting and offered an example about the greeting 
card section of the exchange. Customers complained about it 
often tnd was frustrated because he could not do anything about 

it. 

USA 1 ■ Agreed on contracting problem at AAFES. Mentioned 

cards dry cleaning, laundry not being responsive to 
lolll nledl tni St funds)? Would like some immediate return on 
stlts suSha video game Income to support local requirements such 
as recognition days?, and support of sister services. Has met 
continual resistance— they have resorted to car washes and bake 
sales to raise money to support community needs. 

USA 2: Countered USA 1 comment saying unit fund not required. 

Ifit was done away with it someone made the decision to do it. 

ne» Have a problem with AAFES on promotional sales. Often 

Sf^lisfeS ln P salt pamphlet are not in stock at the time of 
sale# They are then left to face the customer. 

dsn 1* Offered a contrasting comment whereby he utilised a 
5K* building on base and converted it to a furniture store 
utilising self-help programs. These kind of Instantaneous 
decisions are made in the Havy. 

osmc 1 Sensitive to the word "service." Gave an example of 
opening activities that did not guarantee a profitable return. 



He felt it necessary to open the activity 
and can provide a service to the Marine, 
through higher echelons because they have 
Can be immediately responsive. 


to demonstrate we care 
They do not have to 
control of situation. 


1- Had problem with AAFES not being sensitive to all grades 
i^th; community. Would desire other than executive level 
dialogue input to AAFES. 


uttnnRBTa PRflARDIHO TO EXCHAHdB 


DSA it Provided an example of dilemma of trying to provide 
maintenance support to the exchange (i.e. # air conditioning 
repair) but beiSg restricted by lack of funds. Felt AAFES should 
haCe a pot he could draw from to repair things with. 


QSA2- Reported that installation maintenance staffs were going 
away to add to the lack of funds Issue. 


osh 1 ; Described that he could quickly rearrange priorities to 
get needed support. 

ns AP 1 * Said it could do it too but did not have the funds to 
support and also felt AAFES could offer support. 


USN i ; said he owned the APF to make that decision. 
Installation commander set priorities of mission. 

PSN 2 : May have the money nay not have the help to repair item. 

nsAF i ; Agreed that they also "own" it and can make decision to 
fix item if there are funds available. 

osmc 1: Believed the question was not applicable to USMC. 

Reviewed the requests for work-mission comes first. 


PSA 2 : Limited in what they can provide. Cannot cut into the 

mission requirement. 


psm 1 . Takes on issue by issue. 

USMC2* Have in-house work force under the consolidated MWR 
system that does not have to wait for contractor— has the 
resource. If the base decides down the road to take on a project 
to assist, they do. 

p SA 2 s They do not let us have in-house maintenance work force. 


TNTBRTACg WITH BICH AKQg 

ysMC 1 : Has a two-way street with exchange offer. Happy with 


4 


the relationship. 

USHC 2 : Have complete control. 

USN 1 : No problem with the Navy. 

USN 2: Exchange working directly for us we have 51% of the vote 

on what to do with it. 

DSAF 1* AAFES has been responsive to commander desires. 

However, gave an example of wanting to close on Thanksgiving and 
this put the exchange manager in the middle of commander- AAFES 
dispute. The manager had to explain to a higher HQ about loss of 
profits. 

Although route may not be as direct as USMC and USN, 
AAFES does react to requests. Gave an example of a snack bar 
selling alcohol to minors and had to shut them down for failure 
to improve carding procedures. 

OSA 1 ; Again discussed AAFES' lack of environmental concern. 


pfiOFIT D ISTRIBUTION 

DSAF 2* Would like to see a percentage of the bottomline. 

Higher HQ taking a greater share of profit. Would like a greater 

share. 


USH 1 ; our distribution is determined on how well the exchange 
is doing. 

psMC 2 ; Provided per capita quotes per service, 

•Discussion ensued on per capita distribution to the services 
with all participating. 


USN !• Believed it was critical to maximize incentive at the 
local’ level. If doing well all shars in gain if not all share in 
failure. 


usmc 1 : The local commander sees the balance sheets has much as 

he Vants . Based on this, he becomes involved in determining who 
aeta what. They also pass profits to a central pot to support 
other installations. It is a credibility issue with the Marines, 
they don't mind passing money to other Marines but do not want to 
support others • 


discussion ensued on profit distribution at the services with 
conversation focusing on capitalization and construction and how 
it is factored into financial picture. 
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pn« Tfl LOC*l KTR 8UPP0RTBP BY gXCKANQI 


«e decided, therefore ve know. 

USX 3* Receive strong support. Have good facilities across the 
board* because of AAFES. It is important for all soldiers to 
receive like facilities. However, would like to play more in the 
decision on facilities more. 


* * ♦ The moderator interrupted the group to ask who sees profit and 
loss statements. Results: 


Army: Ho (see annual report) 

Karine Corps: Yes 

Navy: Yes 

Air Force: Ho (see annual report) 

usxf 2* Policy of profit distribution set by AFHQ. Doesn't feel 
be ne eds to know because he will continue to receive the same per 
capita figure — no changes due to Increased sales. 

nsxF 1 : Liked USMC/USH control conversely felt facilities were 

better on AAFES side. 

psN 1: Agreed facilities were better, but felt AAFES management 

prohibited incentive to do better. 

♦♦Discussion ensued on AAFES/USMC/USN incentive programs. 


POES PROFT7 DISTRIBUTION PROVIDB INCENTIVE 
psMC 1 ; Yes i- 

osa 2 : With manpower being cut, does not want the hassle of 

filling billets. 

psA 1 : Does not want to run the PX at local level. Satisfied 

with equity. 


SERVICE TO MILITARY XEKBEA 

nsMC 142: They have a good rapport with all ranks and other 

community members. The local commander has the best feel for 
needs of community. 

psH i s Could be better but thinks it has improved since the 
stovepipe was removed. 

OSH 2 : Try to do the most good for the most people — can't make 

everyone happy. 
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USN_2 : Try to do the roost good for the most people--can ’ t make 

everyone happy. 

USA 2: AAFES was not as responsive, however, has improved. Look 
forward each year to the yearly gripe session AAFES holds. 

Talked about complaints on how pay raises effect prices at 
exchange. Received alot of complaints from the community and 
felt AAFES should look into it. 

USN 2 : At the USN if prices are too high, they can role them 

back to serve the people. 

USAF 2: Received the most complaints from higher ups in the 

service on prices than the lover grades. 

usN 2: Felt the problem was associated with customers perception 

that it is a benefit. Exchanges are forced to compete vith chain 
store prices. Exchanges have to walk a fine line of support a; 
profit. 

USA 3: Felt perhaps we were demanding too much from our 

exchanges to put into our MWR. Army needs money from AAFES 
thereby driving the prices. 

USMC 1 : Believes he has an ethical obligation to the troops but 

is always doing market surveys to adjust pricing. 

USN 1 : Agrees with Army’s need for money. Believes, however, 

that you have to strike a happy medium between pries and service. 

usaf 1 : Believed AAFES pricing was ok but contracting could be 

improved. 

USA 3 : Not happy vith AAFES contracting. 

****Discussion ensued on customer savings realized and return of 
assets by services. 

PSMC 2 ; Quoted AAFES vs MCEX savings based on a recent survey. 

SUPPORT FROMJtQ 
USAF 2 : Is good. 

WHAT' 8 MORE IMPORTANT* SAV INGS OR KWR PROGRAM 
USN 2 : Not mutually exclusive. 

USMC 1 : Service versus making the biggest dollar is a balancing 

act. 
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increases are immediately passed on to customer. When a price 
increase is received, he dees not think it fair to mark goods on 
the floor - received at a lower price - with the increase. 

INTEREST PROM THB CUSTOMER ON SAVINGS V8 KTR PROGRAM 

ySA_J.J Customers do not understand relationship. 

USN l & 2 i Customers do not understand. 

USAF 1&2 : They do not understand connection. 

p<;x 1.2&3 : Only look at what's in hand. 


CONSTRUCTION 

PSAF 1&2 : Acceptable. 

USA l : All areas acceptable except contracting. 

usn 1 : Discussed third party financing. 

^TCHANQB CONSOLIDATION 

USN 2: Believes savings can be realized with reduced duplication 

of personnel and increased buying power. However, believes 
bigger is not better. The loss of local control prohibits 
consolidation. 

usaf 2. With consolidation fear the AFHQ would still control the 
money . If it meets the needs of everyone then that would be 
fine. However, believes bigger is not better. 

OSA 2: Does not have a hang up with consolidation, but would 

like more local input. (Later USA 2 added that he thought 
consolidation means to him AAFES (Army and Air Force) staying as 
it is with USHC and USN staying separate. Believes USMC and USN 
mission is unique. 

USAF 1 : Believes consolidation is inevitable and can produce a 

savings. Has a great trepidation with what may happen though. 

All "super supply organizations" have been ineffective — fears 
AAFES will go the way of GSA, etc. 

usn is Would like to see list of billets to be deleted due to 
consolidation before consolidation. Believes it would be 
disastrous to quality of life programs. Further effects would be 
felt from the lost manpower. Their programs are built to 
complement APF and profits received. Believe consolidation would 
reduce income. 
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Why are we consolidating? What’s wrong? why fix it? 

„SMC 1: No consolidation! Why fix it? Navy and Marine Corps 
rSfltic with operation. Believes there is an inherent 
difference between consolidation and centralization. 

Z . 1 1 inn innately qood — elimination of overhead. 
Centralization innately bad-taking decision making away. Loss 
of flexibility and control would be less responsive to the 
troops. This is an ethical situation. 

DSMC 2- Perceives no benefit from consolidation except that 
Safes could continue their operations without reducing staff at 
the Headquarters because of installation closure in Europe. 
fDiscussed the location of AAFES HQ compared to Congressman 
tlath“s district.) Fears it would result in dictation from the 

killing of incentive causing the organization to become 
mediocre staff apprehension due to prior consolidation would be 
devastat ing to themorale. If we did consolidate, we would not 
get more back— instead of increasing our per capita share it 
would decrease. 

3 • If the Navy and Marine Corps consolidate with AAFES 
glides thSr relationship (AAFES and Army) would deteriorate 
because it would become more centralized than it already is. 
However, added (1) believe strongly as a tax payer 

n1H ' t receive APF. (2) Believes the mission of the military 
is for "Xilling" not trained to run a business. Believes 
.ilitary should get out of the business altogether. Exchange 
system should pay its own way. 

1* As a garrison commander, not ready to sign up for 
consol idation^but does not want to close the doorBigfearis 
wc continue to 'lose resources we are beginning to hear 
the quote from the 60 's "We know the cost of everything, but the 
valu^ 1 of nothing." When we lose value of what we are trying to 
do for the community then we need to get out of the business. 
However, we need to do something to save money throughout. 


USA 3- Agreement should come before consol idation--vhat Uie 
Ullt'is Ind how far down it goes. Heed a bigger piece of the 
action going directly back to the installation. 
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Dear General Lukeman* 


Think you for your letter of April 10 wherein you provided the Moral*, . 
Valfare and Recreation Panel with an assessment of the operation of fast-food 
restaurants on military base* and the overall corporate atrategy for operating 
and contracting for these restaurants. 

This report and subsequent panel hearings demonstrate that the introduction 
of fast- food restaurants on military bases has been a clear success, These 
restaurenta are extremely popular with our serviceman and women serving around 
the world. They operate at virtually no coat to the taxpayer while providing 
needed employment for thousands of family members. Additionally, the profits 
from those operations make" a major financial contribution to our armed services 
morale, welfare and recreation (HVR) program* ♦ The panel has been impressed 
with the Speed and low dost Involved with the construction of these facilities 
and the perseverance and innovation exercised by the exchange servlets in 
providing these operations to our military personnel serving in remote end 
oversees locations. While the program has its advantages* it has been subject 
to criticism and delay due to the Upset upon feat- food franchises In 
coaiDunltUs adjacent to military installations. 

Therefore* tha panel authorises moat construction of fast-food restaurants 
on military installations, ss outlined on the attached listing, and recoaaend* 
the following! 

1. The Dep artme nt of Defenso la urged to limit end control the 
proliferation’ of fait food and other franchises to avoid having the "fast-food 
strip" effect on military bases. The armed services exchanges .will- be' thi_ 
contracting authority for fast food . The HWU fane! will continue to review 
fast- food restaurant construction se part of the annuel nonapproprlated fund 
construction review . Ter installations that can support multiple fast -food 
restaurants, preference should be given to offering other type* of fast food. 
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2. In the «futu re, concession, operations are preferred for mjluirv 
in U A » - nit L «j §±*±*f BEg 5 rse«, . bas e p ^dirfct tXchg jiLJJt^ 
th9 Hjifsrrgj g^tn»d _eV*J> If thij Involvag havjna on a exchange »y s r»„ dlreetl v 
op»r*t* a franchise a^ Military installation of another araed service . tfhor« 
tni«“ la not attained*, m“exc£ange services should'**** evary effort to award 
contracts. fc* American investors. Additionally, the panel prefer* that 
product* offered are purchased fro« U.5. sources* 


3. Retail prices for fast-food restaurant* on military base* in the United 
States vlll b* Comparable to prices charged at fast-food restaurant* operatlm 
In communities adjacent to military bases* 

The panel appreciates your cooperation and involveoent'with this important 
program. . * r 


Sincerely, 



.<• Chairmen 

Sybcofiynittee on Feidlneas 

DOisrkl 
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REGIONAL ORGANIZATION CHART 


NAVRESSO 


MAJOR 

INDEPENDENT 

RESALEACTS 


FIELD 

SUPPORT 

OFFICES 


RESALEACTS 


++■ Up 


OPERATIONAL FUNCTIONS 


POLICY & PROCEDURE 


NAVRESSO 

SOD2 

BRANCH MANAGER 
TRADITIONAL FOOD SPECIALISTS 
IN-HOUSE FRANCHISE SPECIALISTS 


GUIDANCE & SUPPORT 


FIELD SUPPORT OFFICE 

EXCH OPER DEPUTY DIRECTOR 
REGIONAL FOOD MANAGER/ 
SERVICES OPERATIONS SPECIALIST 


IMPLEMENTATION 


RESALE ACTIVITY 

FOOD SERVICES MANAGER/ 
SERVICES OPERATIONS MANAGER 
POOD SALES MANAGER 







OPERATIONAL FUNCTIONS 


POUCY & PROCEDURE 


NAVRJESSO 

SOD2 

BRANCH MANAGER 
TRADITIONAL FOOD SPECIALISTS 
IN-HOUSE FRANCHISE SPECIAUSTS 


GUIDANCE & SUPPORT 


FIELD SUPPORT OFFICE 

EXCH OPER DEPUTY DIRECTOR 
REGIONAL FOOD MANAGER/ 
SERVICES OPERATIONS SPECIALIST 


IMPLEMENTATION 


RESALE ACTIVITY 

POOD SERVICES MANAGER/ 
SERVICES OPERATIONS MANAGER 
FOOD SALES MANAGER 


STORE OPERATIONS DIVISION 

FUNCTIONS: 

. DEVELOP SERVICES MERCHANDISING STRATEGIES 

/ 

. establish services pricing polobs 

. ASSIST DEVELOPMENT OP OPERATING GOALS 

. ANALYZE OPERATING PERFORMANCE 

.. PROVIDE ASSIST VISITS TO PSO*S / RESALE ACTIVITIES 

. ASSIST *GBT WELL* TEAMS TO TURN AROUND AZUNO STORES 

. ASSIST FACILITIES DIVISION WITH INITIAL PLANNING FOR NEW 
CONSTRUCTION / RENOVATIONS / BQUIPMHNT REQUIREMENTS 
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STORE OPERATIONS DIVISION 


SIGNIFICANT RELATIONSHIPS: 

. COORDINATE WITH MERCHANDISING, SALES PROMOTION, FINANCIAL 
MANAGEMENT, CONTRACTING, FACILITIES AND OTHER NAVRESSO 
DIVISIONS 

. MAINTAIN LIAISON WITH NAVAL SUPPLY COMMAND, NAVAL 
MILITARY PERSONNEL COMMAND AND FIELD SUPPORT OFFICES 

. MAINTAIN CONTACT WITH MANUFACTURERS, SUPPLIERS, INDUSTRY 
AND PROFESSIONAL ASSOCIATIONS 


> HASC GUIDANCE 

/ 


CONUS: 

ALL NAME BRAND FAST FOOD OPERATIONS MUST BE CONCESSION 

OVERSEAS: 

NAME BRAND FAST POOD MAY BE DIRECT-RUN OR CONCESSION 


ALL AREAS REQUIRE PRIOR HASC APPROVAL 
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FOOD SERVICES PROFILE 


DIRECT RUN OPERATIONS: 461 OUTLETS 

SNACK BARS 

171 

VIEDE FRANCE 

POOD CARTS 

13 

SANDWICH DELTS 

CAFETERIAS 

51 

COMSTOR DELI/BAKERIES 

PIZZA SHOPS 

9 

ICE CREAM SHOPS 

MOBILE CANTEENS 

46 

BAKE SHOPS 

KIOSKS & CUBES 

25 

MISC POOD OUTLETS 

WENDY’S 

1 

SCHOOL LUNCH PROGRAMS 


Note: Catering available at each Resaleect 


CONCESSION OPERATIONS: 72 OUTLETS 

PIZZA SHOPS 7 MEXICAN SHOPS 

WHATTABURGER 1 CHICKEN SHOPS 

MCDONALD’S 52 SUB SHOPS 

BURGER KING 4 HOT DOG SHOPS 


WENDY’S 

. TEN YEARCONTRACT 

. FRANCHISES overseas 
. INITIAL FEE; $25,000 
. ROYALTY FEE: 5* 


. STORES 

. NAPLES, rTALY 

OPENED: AUGUST 1988 
SALES: $1.8 MILLION 
NET CONTRIBUTION: S300K 

. SGONELLA..SOLY 

SCHEDULED OPENING: NOVEMBER 1990 


NhX KKUM I UlOimPUMVJ ix iv,/ivm»q 



' MCDONALD’S 
^ SALES HISTORY 



FY 87 

FY88 

FY89 

SALES 

80.7 

83.6 

88.1 

COMMISSIONS 

8.4 

8.8 

10.6 


10.4% 

105% 

12.0% 


Note: Amounts in $M21ioas 
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FOOD SERVICES 
SALES AND NET 


SALES 

. DIRECT 

. WENDY’S FRANCHISE 
. CONCESSION 

NET CONTRIBUTION 

. DIRECT 

. WENDY’S FRANCHISE 
. CONCESSION 

Amounts h 


FY87 

FYS8 

FY89 

85.700 

84.300 

80.300 


1.000 

1.800 

102.000 

97.400 

105.200 


11.000 

9.900 

8.700 


0.158 

0.311 

9.600 

10.300 

10.600 


jMifliocs 


RESEARCH AND DEVELOPMENT 

IN-HOUSE FRANCHISING 

. HOT DOG CONCEPT ' 

. OUTLETS: CARTS, KIOSKS, FOOD COURTS 
. AVERAGE UNTT SALES: $85,000 /ANNUM 

. PIZZA CONCEPT 

. OUTLETS: EXPRESS MENU (SMALL STORE), FOOD COURT, 
FULL MENU 

. AVERAGE UNIT SALES: $360,000 / ANNUM 

MENU/RECIPB DEVELOPMENT, EQUIPMENT TESTING 
. BY BUSINESS MANAGER ON LOCATION 
. NOT CENTRALIZED 
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Conmicrjim 11 


Ktir+y frno - D, Four) VYn nt -nt- 'V> ! o Sy^tun 


<-V^g<ja Feed Point -of -Sol® (FFCB) Sy^^pm 

| , 1 . tory . In support of tie p«-v« rtvmitnent to 0.i n>r k'inq franchis* 
endeavor*. a n=CS specification -as rapidly pi^«l i" late 1’W. * 

r.cntract -as ultimately issusrt lo H 0 .n Swede 1.x. for t-e procurer*.. t of 
i50 syetHUH. .Tore or less ll.-n.Ji I'M*. Of tre >» systems. 183 — 
,y«., 9 neted for frwh.se operation and IAS for regular 'col nperat ion* . 
Bes.jlt.no system is referred to os Seda *.*>"«* Syote* (SKI and is in 
use in all ftaorfr kinq/Popcvcs lr**N» operations opened to dote. With 
hor d-a> •—•software warranty service through 1VU4 as contairwd in the 
r.rrtrxt. 


fVccqnt 


TWfrw ire currently 15*3 --tiuo li-oda FTO 1 loco tod in 

Border Kinoo, l In Fopoyoe froncln-^? t Tf«*At j.-nr, and 16 training 
eyotorro. S^*ntc*n (17) S-oda ar- scheduled to te in^t.o Hoc) 

durinq FY 9fi. 


7. O^tem CtfftlfaJmllfla 


d. Ccncwph ... 

fN? monoqor nor^l-tien, referred to ^ WV (!V«3a 

o_. t w"0 . 1« a *tar« l*v«J computer which prt*v(.W^ '"*ru*Q«r«nt 
^ ^ ATTACHMENT 4‘ 


rr(v*< r ^ 


• 1 r-ojti*“©ly cr on r*nanil. 


in f rjr.'na t icy 


IPi* information tv has.-i no s.lrs data pollso free. the L«S 
rngister system. rjnro-rs o’ t ’"' 3 p ->".je •.►.'••/ U=>- 

entered data. The SBS also acta as a .lata 
collector, when so .tesiynated. creatinq tranw.it files of 
selected data for transmittal to the «J Dallas hast con^ter 
wrcr. polled. mis transmitted data ranges from need to know 
w „ sales information, to acceptable sales, and fis--al 


inven tory . 


b. Tne eqi.ip.wnt I re a ml in Its (mot of the house, such as cash, 
registers and kitchen VDfs, factions independently I'M the 
.w,ag»r w^sUUcti. Data is no-cd from the cash, rsgister 
srslwn to tie S8S through a protocol converter routinely every 
une-l-e-lf hmr. or or. user r«MWY1. me C.«S-!«lf f° llir ^ 

routine also polls the Panasntr> time rlock. 


Tie manager workstation <SSi> is a hard disk drive and 
prnressnr lo*ted frui. floppy diskettes. It contains a CICT 5 
<Crnv*rsio. Technologies Operating System) with Individual 
dcol icaliens and data bases as follrwsi 


lHtPti { Total Restaurant Informatim Management 
«yst**l — A food cost/sales/inventory mrO.le m,ich. based on 
mcchaniied ordering, .e-fivi-N -id inventory, provides 
management with detailed menu costing, and inventory analysis 

report, .n a d.ilv a-d m^M-tn-iahe »*t*. *» ** 



r 


V(?(l .irlP to ter ind tr t F'j *^1 r 

ir.vt^'-ue-y *®“ the HQ "<=** cor-rFi^- 

U>J i.4?> application *rs provide s^U/crat 


e>_ eiving a^xd 

It inter fare's with 
mi* yial/sis. 


L /,5 __ a complete p»ek*w* inhtrfarinq with 

tt * TRIMS -vl rim and Attendance « « iv « *» * 

, 1stii led cne-half tour activity report. L4S prcr.pt* the user 

to post sales data to the Employee **"*>'"• ^ le - Al ’ '- <15 
r<e0 rt, are available on an indlv(*»l or cosolidatsd basis 
rn demand or fm> historical data filed CU ^riods). 

tb . «i tome tic into- face capability ,ihta,r., cost data from TRIMS 
and appl iM it to L45 Ful 1 Department and F.,1 1 PUJ (Price LO* ■ 
dp, rttptvt giving you a r.^lete. ard up-tn-iate cost/sale= 
mU *... 4lysi « cn a daily, MTD (M-nth-To Date) and historical 

basis along with, a total at"*® f-xad cost. 


. Timf dixl Attendee (LAUP) - ^ employee time 
in/rrit a, -pi -ration interfacing with L« for store level reports 
and data transmittal to to Dal las. It interfaces with Employee 
5 ; l^dulsr for the sr.lv purpose of val i dating employee enistenco 
in the system. tn the future, ft will bo used to capture 
employee payroll data for transmittal to the hO Dallas lost 
rr*npitor. 


Pmployce Scheduler (E S) - **-'• designed to 
provide daily work schedules. .»«» in advance. based cr, 

cr-e-half hu-rly sales project Inns, labor guides and individual 
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-*^ 1)1 • iy*>* pr"o f ic ionc ieS' avai 1 abi 1 i t iac • UJhile fc^cad tii W ir gi-fr 
king crfya 1* j l ing philosophy, the jppl i~a t icvt is generic, jrd 
could be used in Otfvsr fu »?J <;cx?rotions. It interfaces 

with 1.43 -Aid LABtR. 

Pqm'lKnMul Kiinfcerwnce (E Ml — Appl i* ati*?"* 
developed to record And tr-»iv*»»it v.^dor respor.se to fs-T^it'S 
fiyr service. 


Loader Doard (S23K) provnJe* cash roister .T*rory 
f eoturoticn capability. 

- Tolccomrrunicat ions ( ID) creates and places data 

filp* irr transmit queue to await telecom* mica titu to the HO 
Dallas host co-np iter . Spirted data, including nvs^agirS and 
p ri r^-.vcH. is transmitted each day. Inventory data ic 
transmitted at the end of each fiscal peried and, when ready, 
payroll data will be t rar, <v«U ttw.1 at the md of each pay period. 

rt. t4.«*»r«XiS r epur to are available at sto* level to include a wide 
ranqe of food cost, sales mi*, inventory ueage/var 1 anre, rash, 
wage c.n&ts/pr uductivity reports, 

R. Food Oner alien ^.troi_Q^5taE_-lELOSl 

History l Feasibility analysis and design of a <rechani2ed Fond Operation 

... . . , . F-l 6 ....... - ' ' 



r3er3U . J . s ^ in February 1973. tmtut r^tinq of o -«.«ni,cd '»«U» 
I ^u. 7 *. - 7—9 W» =M 1-7 -U, o *« «• F ° rt 

Crd H*i» r*t*ts.-ii. 0»t» the Coli'orni- ^ «■-»•*•■**•«'• 

to He^ort^-. «*« «•' r ’ 7S - 

, rroi «t Pre^t -• -- -P— - ^ POint ^ , Sa,e r< '” 

Fegi-i.e. Mrtww* *PP«h«* by the Corner -X 78 *«»** ,97fl ' 

1. prt^ts »t HJCl.S Jzl.tuafeGQ* 

rol^y (I*. — *PP.-°*i™t e ly ™ Documentor c«l. roisters install** 

it 117 locjtio^ tied to IJ* FOCIS 


Oy^tem Capabilities- 

Th, PUPPET ttm HV.IS proibet is to provide direction^ ^t-ol 

infection" to all l<~!l7 of -^'-dlo* e » t =" fOTd 

op3rJ tiov,. Tl»» ,».*»* propa-l l«t«) th. fol lading « it- 
obj«tlv«. -chmiiad rocipo «»«"«• improved gro ,7 prdflM. 

incroppod 00107. reduction of cash!*- «"*"*» ** ^ to ^- 

«t*bU-tm-r.t of f inonciol ond menu otondordo. «r«Ui.<4 -W«l 
report- ond ood-of month financial ototiotic, 

that pro ) sc t anchor, q» oreo financial op^-ofi'-J ntotw«nt«. 
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r**v,h Register ( ferminal ) 


C » - 1 l Hs3 i 5 t?r C 'ZT-Cru £. 


i, Fa. h S^la I 4h <.*^h register (terminal) is intelligent and retains 
i ts own memory . 


2. The keyboard cone opt permits entry of *Cxj pr* =-et nv=r.u keys ( four 
levels of fO posit ionsi 1-50, 31-100, 101-irO, IT H-700) . The system 
will autonatical ly go to shift level me ( l-tvr. a ri **- entry. 

If yc.v iwJ to lock tlx? keyboard into a certain shift to prohibit 
access call ycxir regional kPOS install*** ft* assist<*Ke. 

t. Ft a *<-. i in i k^y** are varied and allcw flexibility when entering salws 
related data.^ When certain fitnctw:** kr*y** ar*» * 'ot needed, they can 
be blocked out. Store management car. identify key functions bv a 
<w*r ieS Of I .tjmrfwi «Js and chongc ocr-v/inq concepts easily. 

FPU5 Situation 

Tlwrw art- » \ *rrt^ 1 1 y 188 8woda 1.45 cash registers installed wjrUiwltW 
(this does not include FWJS regist-ar*). 

Sy stem Capabilities 

Reports will only print the departments andAv- that contain 

sales data. Register r^jrts on; 


1 


Full Menu Report 1*10 
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‘ R ce»t Hll 

. • v - 1 ' * 

Group P<jpo»'t 

\4] : f 

* ’. i • '\S 

M..U h'^r-^c 

■ _--f-,g 

! burly report 

' f -K 

■f V 

Period -to -Date Full 

; 
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Cost Avoidance 
Calculation 

AAFES In House Programs 


I of Data Calculation 

- Business Emphasis Group (BEG) activated Jan 86 
Deactivated (Jan 90) 


- During period (Jan 86 - Jan 90) developed, six in house concepts, 
Anthony's Pizza World’s Greatest, Frank’s Franks, Robin Hood’s 
Sandwich Shoppe, La Casa De Amigos, Chicken Loft, and Sweet 
Reflections. 


- Program development includes decor, image, equipment and layout, 
menu and recipe development, packaging systems, operating manuals, 
training package, initial training support for prototype units, 
follow up changes and advertising/promotion kits. 


- cross section support from engineering, store planning, 
procurement and training divisions. 

- Upon completion of the development cycle, to include activation 
of initial facilities, the programs were turned over to an 
operations section to maintain, monitor and update. 


II Cost Calculation 
- Business Emphasis Group 
Staffing Cost 


C/BEG UA 14 (1) 

Program Mgr UA-13 (1) 
Program Specialists UA-12 
Admin Assistant UA-6 (1) 
Total 


- $ 75,865 

66,940 
(2) - 107,976 

- 26 ,93 7 
$277,718 


- Cross Support 

5,200 Man hours with $26.96 
per manhour = $140,192 


- Consultant Services (Industry) 
$13,000 


- TDY Implementation Costs, 

Site Development, Training, 

Video Training Shoots, Management 
Evaluation, Etc. 

- Misc Costs, Publication/Printing 
of Concept Booklets, Admin Kits, 
Operating Manuals and Training 
Materials 


Total 

Annual Cost 


Annual Cost 


$277,718 

$140,192 
$ 15,000 

$ 30,000 
$ 15,000 


$477,910 
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Four Year Life Cycle x Annual Costs $477,910 - Total 
Costs $1,911,640 Number of Programs Developed (6) 
Average Program Development Costs. 




Four Year 
= $318,607 
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A DOD STUDY OF MILITARY EXCHANGES 


Cost Avoidance 
Cal cul ation 

AAFES In - House Programs 

I Easis of Data Calculation 

- Business Emphasis Group (BEG) activated Jan 86; deactivated Jan 90. 

- During period (Jan 86 - Jan 90) developed six in house concepts: 

Anthony's Pizza World's Greatest, Frank's Franks, Robin Hood's Sandwich 
Shoppe, La Casa De Amigos, Chicken Loft and Sweet Reflections. 

- Program development includes decor, image, equipment and layout, menu 
and recipe development, packaging systems, operating manuals, training 
package, initial training support for prototype units, follow up changes 
and advertising/promotion kits. 

- Cross section support from engineering, store planning, procurement 
and training divisions. 

- Upon completion of the development cycle, to include activation of 
initial facilities, the programs were turned over to an operations section 
to maintain, monitor and update. 

I I Cost Calculation 

- Business Emphasis Group 
Staffing Cost 

C/BEG UA 14 (1) - $ 75,865 

Program Mgr UA-13 (1) - 66,940 

Program Specialists UA-12 (2) - 107,976 

Admin Assistant UA -6 (1) • - 26,937 

Total $277,718 

- Cross Support r 

5,200 Man hours with $26.96 
per manhour = $140,192^ 

- Consultant Services (Industry) 

- TDY Implementation Costs, 

Site Development, Training, 

Video Training Shoots, Management 
Evaluation, etc. 

- Misc Costs, Publication/Printing 
of Concept Booklets, Admin Kits, 

Operating Manuals and Training 
Materials 

Tot 


Four Year Life Cycle x Annual Costs $477,910 = Total Four Year 
Costs $1,911,640 Number of Programs Developed ( 6 ) = $318,607 
Average Program Development Costs. 


$140,192 
$ 15,000 
$ 30,000 

$ 15,000 

1 $477,910 

al Cost 
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IBtflT 

mi 

HIGH OPTION 

NAVtttSO 

1. KU1MK UFETlftKltFlT 

ft liaiUd. 

ml mud. 

ftliaitad. 

2. KOUCTIIIi 

$54 par par ion datetibla up to $154 
per fuily; than plan pay* $01 of 
•ligibla chsrgas. 

$200 p ar parson 
$000 par fully (Nuiu) 

$250 par individual 
$750 par fuily 

J. NAXIftM OUT-Of-WHT PEP 
AHUM 

$1,000 Ooinwrma Itait 

$2,000 Coinauranca lint par parson 
with a fuily mximm of $4,000 plus 
daductiblas. 

$2,000 par individual 
$4,000 par fuily 

4. PKYHTIK CM 




i. Panodic HaalUi MiiiiwU 

Not covarad. 

Covarad it IOOX with no 

(ftductibla with i wiiu of 

$150 par parson par yaar. (Ef i SPOUSE ) 

Not covarad. 

1. luua nations 

Not covarad. 

Covarad it 10QK with no 
daductibta for ditldran. 

Adult iwnintlon ara covarad 
but Uw offica visit fas is not. 

Not covarad. 

c. Altar |y Sarua 

Covarad vitft diagnoaia. 


Covarad with diagnosis. 

1 Mil On Id-Cars 

i 

Not covarad. 

Saa 4-0 

Not covarad. 


WELFARE BENEFIT PLAN COMPARISONS 
BETWEEN EXCHANGE SYSTEMS 



um n 

MIES 

NARINE CORPS: 
HIGH OPTION 

NAVRESSQ 

s. KSPimmttoK 




i. Ssai-fr iviU ftooa 1 Null 

lay hospiUl oovsrsd it 1001 of first 
12,000; 101 UMTMftr with pro- 
crt if nation. 

Covrsd it Mi with Prs-hospiUl 
Ravi* Propria - A (2S0 psnilty is 
paid without ipprovil. 

Covrsd it 101 with Prs-Admssion 
Crt if test ion snd Continusd SUy 
Rsvisw. Covrsd st SOI withoit Prs- 
vbiwion Cartif ication. 

b. Surgaon Ssnics, Including 
Spaculut 

Covrsd it 100* of first tt.OOO; (01 
thrsifUr. 

Or *1 st SOI of rsuonabls md 
cuslosary sxpsnsss sftr daductibla. 

Covrsd it 8« aftsr (Muctibls. 


c. Laboratory, Ifiy Sarvicss, 
ind Oujnostic list 


llncluiM in tapiul upturn undr 
!&.«. Mom. 


;covr*d it tox of rsuonstls mb 
IcwtoHry sxpsrass if Ur daductibU. 


| Covrsd it 80S if Ur dsductlbts. 




MARIK CORPS: 
HIGH OPTION 


MVRESSO 


Conrad it Ml ifUr deductible. 

Conred it SOI if Ur deductible. 

Conred it Ml after deductible. 

Conred it 101 if Ur deduct ibli. 

Conrad it 1001 with no deductible. 

Conrad it tOOl for all Uat ordar by 
tha phyiklM. 

Paid mi hoaoiul expenee. 

Conrad on tha ilia bee it aa for a 
dneese. 

Covered or Uw um bam « for i 

diteaeo. 

Conrad oa the aw baaii aa far a 
diaaaaa. 

Not conred. 

Not conrad. 

Not covered. 

Not conrad. 


[Mot conred. 


{Not oo wad. 



BENEFIT 

AAfES 

KARIKE CORPS: 
HIGH OPTION 

KAVRESS0 

It. VISION CARE 




•. Exaimition 

;ilot cover id. 

$30 per person per year 
*ith no defoctible. 

Not covered. 

b, Eye Glum 

'M covered. 

» 

i 

; \ 

Single Vision $30 
0i-focili 40 
Contact Lens 40 

Hot covered. 

12. ROUT IK HANOGRM5 

{Over ege 35 yurt old, covered if BOX 
;for one routine test per w«. 

Covered as part of the 
annul) am. 

Not covered. 

13. ROUTINE PAP SNEARS 

I Not covered. 

Covered es part of Uw 
annual axis. 

Not covered. 

14. MO* HEALTH SERVICES 

;Covered it BOX eftar deductible; 

; liaitatf to 120 visit* cileodar yeer, 

Covered at W0 after deductible 
l lilted to 120 vieita per year. 

Covered it 80S eftar deductible; 
Hailed to 40 visits calendar year. 

IS. HOSPICE CARE 

|Up to 30 diys ccnfineeent in Hospice 
{fecilty - a eexm* luit of $3,000 
{for outpatient care 

KaxiM benefit of six eonUts - 
Covered it 801. 

Covered at 1001. 

11. PRIVATE DUTY NURSING 
*1 In. Hospital) 

{Covered at >01 after iMuctible. 

Covered at BOS after deductible. 

Covered at 801 after deductible. 

•*'- r:.; • - : * 
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KNEW 

Mm 

• 

NUIIK CORPS: 
HIGH OPTION 

NMffCtIO 

17. DW6 ABUSE 

• 

reatont of alcoholia and drug abua ;i 
it an inpatwit it lialtad to 4$ ftya ; 
m year uni eta the treatont it for \ 

; 

raatad u any othv Intpiul 
itay with win banafit of 
110,000 par yaar /lifa Tin 
150,000. 

rated a any othar lllouaa. 

II. M.COHOL HUSt 

Iratnat of alootolla and drug tfauaa I 
it an inpatient it llaitad to 45 dap ; 

Traatad a any oUiv toapttal 
itay with axiu banafit of 
$10,000 par yaar AifeTia 
$50,000. 

traatad a ay othar itlaaaaa. 

II. KSCRIPTIQN DMQI 

Cowed at Ml aftar daductibla. 
Canaria Oragi art covarad at 1001. 

V 

Covarad at MS aft or dadactlbla. 

Cowed at MS aftar daducttbla froa 
any pharocy. 

20. KNTAL KALTH (Iffplttalltl 

Traatad at any other i tinea. No an- 
nual or ltfatia Haiti. 

raatad u any othar hoapital 
itay with miaua banafit of 
$10,000 par yaar. 

rated a any other hoapital itay. 

mans wo it n*nci?m 




«. Eaployea Out y 

b. favloyea 1 Spouee 

c. E^tor* 1 Oaoandat 

1 tmtom i t Dapmdou 

MS .11 par aonth 
$550.66 par yav 
$122.71 par with 
11,473.42 par yaar 
$122.71 par with 
$1,473.42 par yaar 
$122.71 par with 
$1,471.42 p or yaar 

$57,07 par with 
MM .M par yaar 
$114.12 pv aonth 
$1,363.44 p ar yaar 
HI4.t2 p v with 
$1,369.44 par yur 
$119.70 par Month 
$2,396.40 par yaar 

$25.50 pv with 
$306 pv yav 
$51.00 pv with 
$412 pv yav 
$51.00 pv aonth 
$412 pv yav 
$45.99 pv with 
$791.16 pv yav 

22. COST SMtfllG m 
a. w<rm 

SOI 

501 

351 

b. Kployar 

UK 

501 

651 

2). PO8HHTW0CNT 

fraa to ratiraa (and deandanti) on 
iaadiata annuity with IS yuan active 
participation. Cowtga for lift. 

Moral (apt 62) ratiraaant fra nwlicil 
and lift inauranca cowege with 15 
yarn of arvica- Early ratirwwnt wit 
pay group rata with 15 yarn of aarvica. 

If 6 yaar* hirtd before 1976 or 15 
yavi hired iftv 1976- fra Media 1 
until age 45. 



BENEFITS 


KM I ME GOVS Ntfl 


MVWSSO 


1. NMINM L1EET1K KNEW \l\Utim miurn 15.000 

;c»i andr Yur Nuiu $1,500 


ICalarir Yur Nuiu $1,000 


ICalandr Yur Nuiu $1,250 


;$10O for Sin«U Cwra$a 
11300 for Ftaily Covra* 


;$50 pr Inirad * 


J. KUlKM OUI-Of-WOUT PB 


4 . PKBUU6 PUD IY MflClFMR 
i. E*)cy« Oily 
I. E*1oyu I Sooum 

c. bployu 1 Oaprdant 

d. Etoloyu » 2 Dapandarti 


5. COST SMI IK ON. 


No Naxiaa ProUctk* 


ID.I4 pr with 
140.14 pr yar 
147.50 pr wu> 
; $90.14 pr m 
HIM pr with 
1*50.74 pr yur 
;$J.M pr with 
1 $30. 74 pr yur 


;no Nuiu Protection 


44.55 pr With 
1)107.40 pr yur 
[|17,$l pr aorth 
1*212.72 pr yur 
1IU.I1 pr mUi 

11213.72 pr yur 

1420.72 pr with 
; $320.04 pr yur 


1$S0 pr Individual 
11150 pr faiily 


to Nuiu ProUction 


$4.58 pr with 
1455.00 pr yur 
1410.21 pr with 
14122.4$ pr yur 
1410.21 pr with 
14122.40 pr yur 
1412.70 pr with 
1(152.30 pr yur 


0. WEYENTM CME • 

;r« at laut lii with! apart. - . 1 

cW " ■ ' :«**«•*■» • uuii «* “ 

■V?-,'- ;.r» it «vt. .:«'!»« wctwi^.pr yw. ..Ha.} y rw v 












DENTAL 


win 

AtfES 

MIK.UK MFI (HIGH OPTION) 

HAVRE SSO 

?. oenul HUTS 

l litawiag Hhyi 

IIIom ona in any priod of 1 coomcu- 
Lin withi and t« award it 60S with 
m di&ctibla. 

mow ona in any pariod of a conaocu- 
tin aontha and ia award at Ml aftar 
daductibla. 

mow ona in any priod of 1 conaacu- 
Lin aontha and ia conrd at MX with 
no daductibla. 

1 . foil toath Hayl 

to aora thin ona m any pariod of 31 
umacutin tmm and ia award at 
M aftar daductibla. 

to nra than ona in any priod of 31 
comacutin aontha and ia award at 
MX aftar daductibla. 

to art than ona ia any priod of 36 
conaacutm aontha and ia conrd at 
MS with ao dductibla. 

i. ruxlix miaun 

Conrad at Ml, no Muctibta. Only 
covan faaily wtoan unbar aya 15. 

Conrd at 1001 with no dductibla 
applied only onct avry 12 north* 
provided the inurad prion ia undr 
gall. 

Conrd at MS with no daductibla. Only 
conr* fatly artra wdr aga 1) ad 
liaitad ona application in any 11 ooa- 
aacutin oath priod. 

). SPACE HUHTA1KK 

Conrad at Ml aftar daductibla. Qaly 
ewan faaily m ten to to aga 1). 

Lisitad to initial appliance ‘including 
natal lat ion, fitting and all djurt - 
nrU within 1 aontha of inaUllation, 
and liaitad to an inturd praon undr 
aga if. Conrd it lOOt with ao daduct- 
ibla. 

Conrd at 60S with no daductibla. 

10. fllllMS 

Conrad at Ml aftar daductibla. 

Conrd at MI aftar daductibla. 

Conrd at MS aftr daductibla. 

tl. EXTRACT 106 

Conrad at IU aftar dductibla. 

Conrd at 90S aftar daductibla. 

Conrd at Ml aftr daductibla. 

is. ecooonic 

Conrad at Ml aftar daductibla. 

Conrd it Ml aftr dductibla. 

Cmrd it 60S aftar daductibla. 



1 

' 



0 

1 

lO 


•CMC PITS 


MAN INC COMM MAM 


1. life xnsumamcc 

*. PACK AMOUNT OP COVCAAQC 


C. OCPCHOCMT OOVCRME 


d. OPTIOMAC IIPC AMO ADAO 


4. 401(11) PtAM 


•2 x Annual Rat* of taalc earning* ; 
; (any fraction la round** up to next: 

;th* ti.ooo) 


0. P9CMIIM MAIVfA COVCAAQC 


•9.000 

•Unaarrlad oMM 92.000 


kalo Annual Salary Roundel to th* 
naxt h1*»ar 91.000 plua an addi- 
tional 92.000 

Van 


99.000 
Unaarrlad child 92,900 


•as 1c Annual Salary lanMd to the 
naxt htpar 91.000 plua an addi- 
tional 92.000 


C. COMO TIAM 0I9APXLITY 


1. SHORT Tf AM DXSAQltlTY 


;•• t/n of Monthly rata of baalc 


•of participation- 9 aonth wait par- 
; ioa or axnaualon of alcM laavo 


2/3* of Monthly rata of basic 
learnings- 19 wash* after 90 day* 

; period or axhaualon of ale* leave 


•Up to 19# of taalo Salary- Mo Cap- 


9. 129 9ALAAY MC01RCCT10M PC AM 


* Caployaa' a Madloal, Oantal and Ufa 
•Praaluaa paid with before tax dol- 
; lara 


Oaalc Annual Salary Mounded to the 
naxt higher 91.000 plua an addl- 
onal 92.000 


I II 

verage 99,000 910.0* 

Unaarrlad child 92,500 • 9.000 

9aby of < I yaar 91,000 9 r.OOO 

9**1C Annual Salary Mounded to the 
next higher 91.000 x 1 or x 2 


90* of Monthly rate of baalc earri- 
ng* 


IO* of Monthly rata of baalc aarh- 
nga up to 4 Monthe following 2- 
Month waiting period or exhaustion 
of lick laawa 


9. AOOITIOMAC AOAO PPOOOAM {Yea (Inoludee MPT Caployaa*)- 

; Caployaa paya all. 


7. CCI0I91L1TY POM 9UPPLCHCMTAC 


; Papular Poll-TIa* (MPT) Caployaa* 


MPT Caployaa* and Magular Part-Tli 
(MPT) Caployaa* 

Enrol laent In Standard Plan requl 


MPT Caployaa* 

Optional Life and AOAO Cover a*. 
MPT A APT Caployaa* 


9. LOMO TCAM CAMt 


; Provided Covarapa. Caployaa* pay 

tMU. 


OTHER WELFARE BENEFITS 



new iwMmtmm mias «a school district \jta bktwwciwu. i*** mum ktmih 


1. MAIM LIFETIME WFH 

$1,000,000 Min par pane* 

$1,000,000 aaxlan pr paraon 

$1,000,000 nxlan pr individual and 
$250,000 pr individual fr «ntal 
health. 

UMlialted. 

2 . oauemi 

100 Mm- $100 pr pram t $300 pr 
fully 

300 Plan- $300 pr perm 1 $$00 pm 
fail? 

700 Pin- $700 par parao* l $2,100 par 
fntly 

2000 Man- $2,000 pr parm 1 $4,000 
par fnily 

Individual: Specific Deductible- $250 
and Aooragata Deductible- $500 
Fnily: Specific Deductible- $750 
and Apmata Deduct ible- $1,500 

$150 pr individual 
$300 pr fMily 

Casrafnrsiva Option- $250 pr in- 
dividual and $750 pr fanily 
Cataat/opt* Prcrtection Option- $1,750 ; 
pr individual and $3,500 pr fanily 

I. Ml MM OUT-tf-FOOUET PH 

AMU 

$2,000 par Individual 
$4,000 par (wily 

Preferred Cara>- $2,000 pr Individual 
tnd $ 4,000 par fanily 
Mon-Prafarrad- $4,000 pr individual 
and $12,000 pr fanily 

M Inert Provldr- $1,000 eo-peymt 
pr individual and $2,000 pr fnity 
Non-Ntwrt Provldr- $2,7M orpay- 
•ant pr individual and $5,500 pr 
fanily 

CorrMantiva Option- $2,500 pr in- 
dividual and $5,000 pr fanily 
CataaUocna Protact ton Option- 11,750 ; 
pr individual and $3,500 pr fanily ; 

4. NTOfliYE CAME 





a. Pr Wic Mealte MeaaaaioU 

Not covarad. 

Mai tan $200 for avary 24 nontha for 
anloyai, apom and telldraa apa 7 
and oldr. 

Mot covr ad. 

Not covrad. 

1. Iwaiotim 

Not covered. 

Covered at 1001 aftr $15 copeymt. 

Nil IMy-Cra Ptotm haa in 

imnlutkn aclaludi fr chi Item 
andr ape 2 yaara aid. 

Mot covrad. 

c. Allarfy torn 

Owerad vitt diepoaie. 

Covered uite dlagnoaii. 

Covarad vltt dtapcali. 

Covarad uite diapnoaii. 

1 Nit CMlKMra 

Not covrad. 

First yar, tea plan will covr $ 

physical ami Ratios aad one ansal 
anataatten up to sga 7 yaara. 

Covarad at (OQIis to «M 2 yaara. 

Not covarad. 


MraNrred Previdr Orgriuttw(PPO) - 
ll»t un contracted piryalctine and 
Nqapitaie. ->«' 


WELFARE BENEFIT PLAN COMPARISONS 
WITH PRIVATE SECTOR PLANS 








KJCFtT 


MIAS MCA SCHOOL DISTRICT 


LAME ELECTRONIC IMF . 


LAME NATIONAL RttMLEft 


S. IttWALMlItt 





i. Ini-Printa Roaa 1 Unit 

b. Surpaoa Sarvica, Includl* 
Spaculiat 

Cowad it «0t iftar dadctibla. 
Cowad it in iftar drttibla. 

Conrad it 901 aft* an $160 da- 
ductibla ining a PM;gtharwiie in 
conrad aftar a $300 daductibla. 

Cow ad at 901 afur dadctibla uaii* 
m\ otharwiaa conrad it M iftar 
dMhictiblt. 

Conrad at Mi with PraCart Plua- 
PPO and PrandaiaaiOR Cartif (cation; 
otharuiaa conrad at SOI. 

Conrad at lift with Infomd Medical 
Ravine- in pwalty for failva to 
ban raviand. 

Cowabanain Option- Covarad it Ml ; 
aftar daductibla. Cataatropba Pro- 
taction Option- Conrad at ion aftar | 
daductibla. ViUnut Pra-Cartif icition,: 
the banafiU will ba raducad latur of! 
$260 or 601 of cbrpac/faea. 

Included in hoapiul axpenua urwhr ! 
S.a. abova. 

e. laboratory' Hi? Mnrlcaa, 
and OiafnoatK Tut 

Conrad it 101 iftar Mdcttbla. 

Cowad it 901 iftar dadctibla uaing 
PM; obbaraita conrad at 701 iftar 
daductibla'. ‘ ' 

Conrad at Ml uaing Prafarrad Cara 
othaniaa cowad at 701. 

Included in boapltal axpaaaaa ndr ; 
S.a. ibon. 

1. BCMBCY SERVICE 

Conrad it IU iftar daductibla. 

Conrad at 901 uair* PM without a da- 
duct tbla; othurwiaa conrad at 7« un 

laaa i ml aaarfancy. 

Conrad it Ml aftar daductibla. 

Oonrafenam Option- Cowad at Ml ; 
aftar daductibla. 

CaUatropha Option- Oonrad at ton ; 
aftar daductibla. 

7. wtsiciaai's tamcss 





l Off ie* VUita 

Oonrad it Ml attar Oaducttbto. 

Conrad at 1001 iftar $16 opaymt 
wins a Prafamd Provide 1 cOarwlaa 
conrad it 7fls iftar daductibla. 

Conrad at Mi iftar daductibla. 

Ompraham in Option- Cowad at Mi : 
aftar daductibla. 

Catoatropha Protection Option- Cow- ; 
ad it 1001 aftar daductibla. 

L Strpry 

Conrad at Maftar daductibla. 

Conrad it 901 iftar dadctibla uatfi$ 
PM; oUeniaa conrad at 701 iftar 
daductibla. 

Oonrad at M afttr dMuctibla. 

CcMrahanatn Option- Cowad it in ; 
aftar daductibla. 

Catastrophe Protection Option- Cow- ! 
adit 1001 aftar deductible. 

c. AmtlMioloiUU 

Conrad it Mi iftar daductibla. 

Conrad at 1001 iftar $16 copapa*. 

Conrad at Ml iftar daductibla. 

Coeprabanain Option- Conrad at Ml : 
•fur deductible. 

CaUatropta Protact Ion Opt lie- Cow- ; 
ad at loot aftar deductible. 

i Naatal MMlUa 
(Outoatiaft) 

Conrad it Mi iftar daductibla. 

Conrad it 901 up to $3,000 par ca- 
Indr par with no daductibla. 

Cowad at in after daductibla ualaj 
■napd can; atUrwiaa oawad It 
Ml. 

Outpatlart traataant cowad at 60S ; 

af ton ran cent In and cuatoary dura*; 
id to »i,600 par yaar or 60 viaito par; 
jm t dktow cam first. 



DALLAS AREA WOOL DISTRICT 

UME ELfCTWUC KANUF. 

LARGE NATIONAL KTMIS* 

tow'd it 901 after rtuctibl' mint 
I Prafarrnd tori otharwtte TM. 

tow'd it (OX after dtductibU. 

CnpnNmtv' Option- tow'd it 801 
after daductibl'. 

Citeatropto Protection Option- tow 
«d it 1001 after daductibU. 

tonrid at 90S after Muctlbl' wins 
I Pr'fvr'd tor' othmMaa Ttt. 

tow'd it 101 iftir daductibl*. 

tonprtfmam Option- tow'd it IOI 
if tar deductible. 

Cateatropfca Protaction Option- tow 
ad at ion after deductible. 

Cow'd it tOQI. 

towed at Ml after deductible. 

tow'd at ton ait* no deductible. 


V 


towad on th* tm bull aa a dia- 

tow'd on Un aim beeii aa a di'~ 

tow'd on the aana bain aa for 

dtMM'. 

MM. 

diaaaan. 

Cowad m Un aana baata u a die- 

towad on Un aw bull « i dit- 

tow'd on tAe aana Mail aa a dia- 


MM. 

Mn. 









K*m 


MIAS MSA SCHOOL DISTRICT 


LAME BKTRONIC Mttf. 


LAME NATIONAL NCTAIlH 


IT. 0 


EjkIkM: but ton bum I inf wil- 
abla alwdwra outaida of plan. 


; Trwtod M any otlur MIniim vith 2 Trwtod « a* IIImm but art bi co- 
; prior appwal Urough E*toyM Aait- I ordinal* by tea EaployM Aaiituco 
; unco Pro|rM; othamia* cow«d at 2 - OtharvlM cow«d at SOI. 

; Itt after ftductlbla. 


Trotted at an illnaa tut Waited to 
teo chattel I aOuaa traatewl axpria- 
c« i« a hfatiM. Inpatiant datan- 
f lotto* atari lioitad to s dan. 


u. AUMLAMK 

EkMM: but aoaa coma tint mil- 
abta alaateara outoidi of plat. 

; Trotted aa aap oter \\\m m with 
2 prior apporal through Eaptoyw Aaaia- 
; tenet Rror«; otearviaa owrad at 
2 Mi after tetetlbla. 

2 Traated m * 111mm but e«t ba co- 
2 ordinal* by tea felopM AmIUmc* 

2 - OtharviM owrad it SOI. 

Traatad aa m iMnasa but tiaitad to 2 
teo (has teal Hum tTMtewt upria- 2 
cm in a lifatiM. lapatint dateni- I 
ficatioa iteyi liaited to S diyt. 

if. mm\m mb 

Owrad at W after tea teductlbk. 
Marie Dr* art cow* at Htt 

I Cwarad it SOI after diducttbla. 

i v 

1 %: 

2 Owrad it Ml after dteuctlbla. 

2 Caaprahanaiva Option* Cowad at Ml 2 
; after drtuctiblt. 

2 Cateatropha Protection Option- Cow*; 
; at deductible. 1 

». ICNTAI HEATH (lapatiart) 

Liaited to M dm pr cataodr par 
Owrad at Ml. 

; Traatad aa any oter iHnaai tut 
! liaited to 30 diyt in calsndr yar. 
; Spacial lifatiM Nuiea tonafit- 

; $ 100,000 

; Cowad it SOI if rntfad; oUnrutw 
2 cowad it SOI. 

2 Traatad aa any oter 111 mm uite a 2 
2 Pra-Adaiuion Crtifiation. Vithout 2 
; cartif nation bunafita will ba radead2 
; to SOI of cowad txpanaM with a 30- 2 
2 day tw 1 iait fr iaprtwat rtay. 

II. M90VK KID IT WTICWKTS 

a. Hploraa Oalr 

b. Eteloyaa I Spouaa 

c. Eteloyaa 1 Oapaateat 

i EaployM 1 1 Oapandnte 

I7S.IT pr aoate 
TWpryar 
S241.IT par aonth 
C.JOO pr par 
S24t.IT pr aoate 
$2,100 pr par 
S24l.IT pr nate 
S2.S00 pr par 

; Vara of tonne*: 

I 10 yra ♦ 0 • I yr 

; SO pr with 1ST par with 

1 10 par yaar $«4 pr yar 

; HI2 pr with $245 pr with 

2 St, U4 pr yar 12, W pr yar 

2 sits W with SITS pr with 

2 $1,360 pr yar $2,136 pr yar 
ismprwiu $362 pr with 

2 I3.SU pr yar $4,144 pr yar 

1 Yart of torviea: 
; <H 

; to pr with 
! 10 pr yar 

2 SSI pr aonth 

2 SS72 pr yar 
2 W pr with 
; $072 pr yar 
; $S2 pr with 
I pr yar 

Ow S 
$0 pr aonth 
» pr yar 

US pr aonth 
$211 pr yar 
SIS pr aonth 
$211 pr yar 
SSI pr aonth 
$472 pr yar 

2 Coaprahwwtua: 

2 $33 pr aonth 
2 Site pr yar 
: $55 pr aonth 
2 $640 pr yar 
2 $S5 pr aonth 
2 tUOpr yar 
2 SIS pr aonth 
2 $900 pr with 

Catoat/opha: 

$14 pr with 
$161 pr yar 
$21 pr with 
$271 pr yar 
$23 pr with 2 
$271 pr yar 
$31 pr aonth 
$172 pr yar 

II. COST SHAPING GOAL 
a. teploraa 

langM froa: 
20 to 401 

2 Overall 

: 3ox 

; not AnIUOla 


2 Hi 


b. C*loyr 

M to Ml 

Flax plaa prauldM HIOO credit 

; 70i 



2 7U 



». RBT-sriRBen 


Must par pTMitai, but rate autoidlrad; $*$/». rate if Nadicara allptbla 2 If 6 ymt- opart antir# oat- If IT 
by tea CMpwty. ! $I06/ao. rate If not HMtcara aligfbU: S yaara la plat mkm MU aatira 

- J Aetna wployaw ooatribute ,».of coat. 

; wqwto plat. I* 


and aarvtoa ewt aqua) 71. 

U*r apt tt Co. para Mi 
Our m « 0 ». pan Ml 



ST- 


KMFITt WM (M*IC PLAN) 


MAMNI COAP8 MAPI 


MAVMB80 


1. P APT 1CIP AT 1 OH 


{Mandatory Papular Pull Tina (APT) {Voluntary APT and Aapular Part Tina: 
ItotoMi Kapioynaa 


2. tMPLOVtl fiOMTPISlinOM 


; T .p W for Peelal Paourlty (*») ond of •«>“ u " tn ■" 

i.ioi for Matlraaant Plan- T» of MUxh-b^p.^ 

PLUS 

JT» of your proaa aamlnpa aftor 
00 Ur hH boon paid. 


•aidtjoct to 88 Ton- Chanpan t 
•upon M rato 


Voluntary pfT and APT Caployooa- 
Ono yoar Of oontlnuoua aarvlco la 
roqulrnd. 


T.85K for Poolal O aourlty (88) and 
.•OK for Potlrannnt Plan- TK of 

•rooo aamlnpa In axcaaa of na*oa 

aubjact to M Tax 


S. PULL VC8TINQ 




o. uMoeouceo prrmtNewr fLioiMUTViApa •* # vooro , :a®» •* 

s9 ¥%tt% M y Mra * :*oa 89 With 90 Yaara • 

• Apa 40 with 20 Yaara • ! *«• ®° 70 v ** r * * 

O ja Tooporary annuity paid until apa {a Loyal annuity paid for llfo 

••*; than 08 ooaaanoaa. 


Ago 12 With 9 Yaara • 

Ago 99 with 90 Yaara • 

Ago tO With 20 Yaara • 
a Ma Quoad by tha aatloatad 88 
banaflta at apa 42 with no taapo- 
y annuity. 


v ffCOUCCO HIIMMHT .UM..L.T. :w »• «•« • *— •: ~ =*• « * V ~" " 

■ a^cad 41 for aarfi yaar prior to »pa{<fcjcad *» for aach yaar prior to * 

{42. *•** 

•a T t~i Y afwwlty paid until apa {• Laval annuity paid for Ufa 

{•X; than 84 ooaaanoaa. 


4. 0XSA4ILITV UNCPIT8 


{Oraatar of: 

ji. Tha banaf It dataralnad unOar tha{1. Th. b-nafit dataralnad un< 
•foraula w/a raductlon for apa, or {formula w/o ratfectlon for apt 
J2. tha laaaar of tha follow In* two JZ. Th* l aaaar of th* followlt 

a. 4 OK m H1-» •* 40 * * M,_ * 

; b. Th* banaf It dataralnad wdar { f>. Th* banaf It dataralrmd . 
foraula aaaualng ratlraaant foraula aaaualnp rat Ira. 

at apa 40 (dollar-for-dollar { at apa 40 (dollar-for-d, 

for *8 award). for 88 award). 


Apa 9* With 9 Vaara *; Annuity r« 
ducad 4K f or >aach yaar prior to < 


• A ad uo ad by tha aattaatad 1 
banaflta at apa 42. 


T. 8UAVIV0A PCNCPITP 


5 Yaa 


4. PICK LfAVf 


I to yaara of aarvloa. 


retirement benefit comparisons 

DEFINED BENEFIT PLANS 



91-1 


UT(B (SASIC PLAN) 


MARINI CORPS MAPI 


NAVfttSSO 


O 



S. SALARY SAM PON SCNCP1T CAL- 
CULATION 


High 3-Yaar Basic tarn Inga. laclu- 
■)v« of ovarttM, bonus, ate. 


10. SCNCPIT FORMULA 


11. SOCIAL SICURITV OPPSIT 


12, MAXIMUM SrriSaCNT AMMU1TY 


.015 A M1-S a S yPR 
.0173 a M1-S m S yra 
.0* m Ml * mtvIc* owr 10 pro 
-OR- 

.0033 a HI -a a yra of aorvloa. 
whlchavar M hlghar 


.023 a SS PIA R ags R2 a yra of 
•or v tea up to 40 pro 


Soforo SS offMt- SOX of MI-3 pluo 




gh l-Va*r Actual lamlnga 

High 3-Vaar Actual Camlnga 

roar of: 

IS a MI-3 a 10 yra or 

a Ht-S a 10 yra plus 328 
ua largar of: 

20 a MI-3 a 10 yra or 
1 a Hi -3 a 10 yra plus 328 
Borvlos Prior to 1 Jan 1378 haa a 
ffarant formula 

.018 a MI-3 a 3 yra 

.0178 a MI-3 a 5 yra 

.02 a HI-3 a aarvloa ovar 10 yra 

Barvloa Prior to 1 Bap 1374 haa a 

dl ffarant formula 

23 a SO PIA a a«a 32 a yra of 
rvloa- Barvloa prior to 1 Jan 

73 haa a aaparata formula 

.028 a S3 PIA 8 apa 82 a yra of 

aarvlca * 

4 Safora 1 Sap' 1884 a sliding acala 
of parcantagas la uaad 

fora BS of foot- 30m of MI-3 plus 
urvuasd alcJt laava 

Safora SS offaat- 308 Of Ml -3 plus 
unuasd alofc laava 




A DOD STUDY OF MILITARY EXCHANGES 


Appendix 


H 


Glossary of Abbreviations and 
Definitions 



A DOD STUDY OF MILITARY EXCHANGES 


Glossary 
Abbreviations 

AAFES - Army Air Force Exchange Service 
AB - Army Base 

AFER - Armed Forces Exchange Regulations 
AFMC - Armed Forces Marketing Council 
AFN - Armed Forces Network 
AFR - Air Force Regulation 
AFP - Annual financial plan (AAFES) 

A I FA - AAFES Imprest: Fund Activity 
ALA - American Logistics Association 
AOA - American Optometric Association 
APF - Appropriated Fund 
AR - Army Regulation 
ASER - Armed Services Exchange Regulation, DoD Instruction 1330.9 
BSKU - Branch stock keeping unit (AAFES) 

CEO - Chief Executive Officer 

CONUS - Continential United States 

CRR - Continuous Rapid Reorder (NAVRESSO) 

DCO - Director for CONUS Operations 

DEERS - Defense Eligibility Enrollment Reporting system 


A DOD STUDY OF MILITARY EXCHANGES 


DOD - Department of Defense 

DPSC - Defense Personnel Support Center 

EDI - Electronic Data Interchange 

EEO - Equal Employment Opportunity 

EOP * Exchange Operating Procedure 

EPOS - Electronic point of sale 

FDC - Fashion Distribution Center (AAFES and NAVRESSO) 

FSO - Field Support Office 
HBA - Health and beauty aids 
HQ - Headquarters 

IGLAS - Interactive general ledge accounting system (AAFES) 

ILP - In-Line processing (AAFES) 

JAG - Judge Advocate General 

KSA - Knowledges, Skills & Abilities 

LDU - Lowest distribution unit (AAFES) 

LMS - Labor Management’ System 
LTL - Less-than-truckl oa£ 

MCO - Marine Corps Order 

MOSS - Military Clothing Sales Center 

MCX - Marine Corps Exchange 

MIN - Minimum Order Quantity 

MOS - Military Occupational Specialty 

MSA - Master stock assortment (NAVRESSO) 

MWR - Morale, Welfare and Recreation 

MWRSUPACT - Morale, Welfare and Recreation Support Activity (O.S. Marine 
Corps ) 

NAF - Non-appropriated funds 


A DOD STUDY OF MILITARY EXCHANGES 


NAVRESSO * Navy Resale Services and Support Office 

NAVSUP - Navy Support Command 

NIS - Not-in-stock 

NRA - Navy Resale Activity 

NSCS - Navy Supply Corps School 

OICs - Officer-In-Charge 

OJT - On the job training 

OSE - Oversea 

OTB - Open-to-buy; one-time-buy 

OUTCONUS - Outside continential United States 

PAB - Price Agreement Bulletin (NAVRESSO) 

PD - Purchasing Directorate (AAFES) 

PLU - Price look-up file 

PMR - Purchasing Management review (NAVRESSO) 

POS - Point-of-sale 

PO - Purchase order ^ 

PX - Post Exchange (AAFES) 

PZ - Purchasing Policy Division (AAFES) 

RIF - Reduction-in-force 
RPC - Retail Price changes 
RPOS - Retail point-of-sale 
SECNAV - Secretary of the Navy 

SGAIA - Special Group Accomplishment Incentive Awards 
SKU - Stock keeping unit 

SPO - Standing purchase order (NAVRESSO) 

SSR - Stock- to- sal es ratio 
UA - Universal Annual (AAFES) 
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UPC - Uniform Product Code 

VPR - Vendor price reduction; voluntary price reduction 
VRR - Visual Rapid Reorder (AAFES and NAVRESSO) 

WICRS - Warehouse Inventory Control and Replenishment System (AAFES) 
WSKU - Warehouse stock keeping unit (AAFES) 


DEFINITIONS 


Deferred Compensation Plan - Any plan where employees can accumulate 
money on a tax-deferred basis. A qualified plan can have the option of 
permitting employees to withdraw assets without penalty for certain 
"emergency" situations specified in the plan. Many also give employees 
the option of taking the benefit in cash. A deferred compensation plan 
can be combined with other plans, such as profit-sharing plans. 

Defined Contribution Plan - A defined contribution or individual account 
plan is defined by the Internal Revenue Code and ERISA as a plan which 
provides for an individual account for each participant and for benefits 
based solely on (X) the amount contributed to the participant's account 
plus (2) any income, expenses, gains and losses, and forfeitures of 
accounts of other participants which may be allocated to the 
participant's account. 

Electronic Data Interchange - Paper-less exchange of purchase orders and 
invoices between merchants and suppliers. Also includes "quick 
response" and "just in time" inventory replenishment to minimize 
warehousing and inventory investment. 

Electronic Mail - Transmittal of electronic messages through a 
telecommunications network providing on-line, real time communications 
between stores, distribution centers, offices and corporate 
headquarters . 

Guaranteed Benefit Policy - An insurance policy or contract to the 
extent that such policy or contract provides for benefits the amount of 
which is guaranteed by the insurer. It also includes any surplus 
separate account, but excludes any other portion of a separate account. 
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In-Stcre Midsize Computers - For store level inventory control, sales 
trend tracking, support hand-held UPC scanners, pay rol 1 /personne , 
control cash registers, accounting, mainframe update. Purpose i.s to 
replace manual work with automation. 

Integration With Social Security - A plan wherein the benefits are 
integrated with the Social Security benefit. Under regular corporate 
plans, the regulations define the percentages applicable to the various 
benefits. Under a self-employed program, the only offset permissible 
is the amount of the Social Security tax paid for the employee. If more 
than one plan is instituted for the same company, only one program may 
be integrated. - The basic concept of integration is that the benefits 
of the employer's plan must be dovetailed with Social Security benefits 
in such a manner that employees earning more than the taxable wage base 
will not receive combined benefits under the two programs which .are 
proportionately greater than the benefits for employees earning less 
than the taxable wage base. 

Master Trust - A pooling of directed and/or discretionary trusts (a 
discretionary trust is one in which the bank is trustee and also^has 
investment responsibility for all or part of the assets). The pur 
definition is pooling of one sponsor's assets which include multiple 
managers and multiple plans under one trust agreement. 


On-Line Credit/Check Authorization - Credit charge goes from store 
directly to bank or authorization location on-line authorization reduces 
bank charges to the retailer. 

Point-of-Sale UPC Scanning-- Electronic capture of item sales at the 
cash register. Provides better; price control, sales data, customer 
service, improved employe^ productivity, can provide basis for automatic 
price look-up to avoid placing prices on individual items. 

Qualified Plan - A plan that the Internal Revenue Service approves as 
meeting the requirements of Section 401 (a) of the 1954 Internal Revenue 
Code. Such plans receive tax advantages. 

Trust - A legal entity that is created when a person or organization 
transfers assets to a trustee for the benefit of designated persons. 

Vest; Vesting - An employee’s right to receive a present of future 
pension benefit vests when it is no longer contingent upon his remaining 
in the service of the employer. Employee contributions are always fully 
vested; however, interest upon such contributions may not be vested or 
may be paid at a specified rate, depending upon plan provisions. A 
vested benefit may be paid as a lump sum or, frequently, is paid as a 
deferred annuity upon retirement. See also Vesting Schedules. 
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Sites Visits/Briefings 
Armed Services Exchange Study Group 


7 Hay Little Creek Naval Amphibious Base Norfolk, VA 

10 May Norfolk Field Support Office 

10 May Norfolk Naval Operating Base 

10 May Briefed and visited new Navy Exchange Norfolk, VA 

11 May Visited Ships stores afloat (one large and one 

medium size ship) USS Puget Sound (AD - 38), USS 
Stump (DD - 978) 

13 May Navy Lodge, Field Support Officee Norfolk 

14 May Briefed and visited FSO Norfolk and Navy Lodge 

16 May Briefed and visited Dan Daniel Dist. Center, 

visited AAFES Exchange Langley AFB, VA 

22 May Briefed and visited Headquarters AAFES Dallas, TX 

23 May Briefed and visited AAFES Fashion Dist. Center. 

Visited Hyper Mart USA, SAM’s Warehouse Club, Target 
Store and Sports Town 

24 May Walmart 

25 Mav Members of ALA and AFMC talked to the study group 

29 May Quantico Marine Base 

30 May Briefed and visited Headquarters MWRSPTACT 

31 May Briefed and visited Headquarters NAVRESSO 

1 June Visited Bolling AFB BX and Henderson Hall MCX 

2-13 June Staff Director and selected study group members 
visited: 

- Iceland (Navy Resale Activity (NRA) Keflavik) 

- England (RAF Feltwell, RAF Lakenheath and RAF 
Mildenhall; NAVRESSO European Purchasing Office, 
West Ruislip Exchange/Commissary) 
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- Germany (Gruenstadt Industrial Activities; Giessen 
Depot; Ramstein, Rhein Main, Vogelweh, River 


Barracks Exchange facilities) 

- Italy (NRA Naples) 

- Spain (NRA Rota) 

5 June Oceana Naval Air Station 

5-7 June Study team members visited Oceana Naval Air 

Station and Camp Lejeune exchange facilities 
25 - 27 June NAVRESSO Fashion Distribution Center (Bayonne, NJ), 

( AAFES ) Atlanta DC and NAVRESSO FSO San Diego Distribution 

Center 


25 June - 
19 Jul? 


Engineer visits projected to selected CONUS 
exchange facilities 

Chase Field, Beeville, Texas 

Corpus Christi Naval Air Station 

Kingville Naval Air Station 

Jacksonville Field Support Office 

Cecil Field ^laval Air Station 

Jacksonville Naval Air Station 

Kings Bay Naval Submarine Base 

Hare Island Naval Station 

Oakland Field Support Office 

Alameda Naval Air Station 

Moffett Field 

Treasure Island 


Monterey Naval Postgraduate School 
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A 

11 July Oakland Naval Hospital 


12 

Jul y 

Long Beach Naval Station 

13 

July 

El Toro Marine Corps Air Station 

13 

July 

Camp Pendleton 

17 

July 

Miramar Naval Air Station 

17 

July 

San Diego Field Support Office 

18 

July 

Ballast Point Naval Submarine Base 

18 

July 

Coronado Naval Air Base 

18 

Jul y 

Imperial Beach Outlying Field 

18 

July 

North Island Naval Air Station 

18 

Jul Y 

San Diego Naval Hospital 

18 

Jul y 

San Diego Naval Station 

18 

July 

San Diego Naval Training Station 

25 

July 

Great Lakes Naval Training Center 

29 

July 

Chase Field, Beeville, Texas 
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Study Contributors 



A DOD £ 

Mr. Alan Abbct- 
Grant Alien 

Mr . Jan Araki 

Mr. Jim Baker 
Al Bardo 
Mr. Jerry Baum 
Richard Berg 

Mr . Paul Bxerhaus 
Mr. Trausti Bjornsson 
Evelyn Benitez 
Tony Blackburn 
Bill Brochers 
SHC William Burrell 
Mr. William Borrows 
Mr. William G. Butler 

Mr. Robert Byrd 

Ron Carlson 
Mr. Larry Chapp 
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Armed Forces Marketing 


Field Support Office, Norfolk, 
Distribution 

AAFES , Chief, Analysis and 
Support, Purchasing 
Directorate 

Headquarters, AAFES Chief, 
Services Branch 

Navy Exchange Naples, 

Accounting Manager 

NAVRESSO, Senior Buyer, 
Soft 1 ines 

Navy Exchange Naples, 

Retail Operations 
Manager 

American Logistics Association 

Keflavik, Store Manager 

Navy Lodge, Lodge Manager 

NAVRESSO, FMG 

AAFES , CM 

Keflavik, Maintenance 

Advisor to NAVRESSO 

NAVRESSO, Manager, Staffing 

and Career Management 
Branch 

NAVRESSO, Deputy Commander, 
Distribution Management 
Division 

Field Support Office, Norfolk, 
Acquisitions 

NAVRESSO, Merchandise Manager, 
Hardl ines 
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Mr. Albert Catron 

MWR Camp Leieune. NC. USMC 

Navy European Bay ine Office, 
Acquisition Manager 


Mr. Ron Cooper 

Marine Ccrp MWR Support 

Activity, Head, Services 
Operations Branch 


Beverly Cul 1 ison 

Naval Base Store, Personalized 
Services Manager 


Alan H. Czako 

Field Support Office, Norfolk, 
Manager, Office of 

Personnel 


Mr. Ron DeRenzo 

NAVRESSO, Labor & Employee 

Relations & Employee 

Benefits Specialist 


Ms. Pat DiLorenzo 

NAVRESSO, Manager, 

Workforce /PI anning & 
Administrative Support 

Branch 

• 

Mike Dover 

Navy Exchange Naples, 

Services Operations 
Manager 


Ms Susan Dowell 

Navy European Bayine Office, 
Buyer 


LTCOL William Dunn 

AAFES , Chief, Transportation 
Division 


Mr. Jack Engle 

American Logistics Association 


Mr. Paul Feuer 

NAVRESSO, Deputy Commander, 
Contracts Group 


SHCS Rene Franciso 

Keflavik, Deputy Exchange 

Officer 


Juanita Gaglio 

Navy European Bayine Office, 
Buyer 


Sal Grasso 

Rota Navy Exchange, 

Food Service Manager 



DOD STUDY OF MILITARY EXCHANGES 


Mrs. Frances L . Gvcrr.cry 

Richard Hamilton 

Marge Hardin 

CAPT Ross Hendricks 

Sara Herring 

MAJ Mary Hicks 
Alfred Hughes 

Mr. Bill Irwin 
Ms . Lois Joy 

Mr. Lloyd Johnson 
Mr . Robert Kahn 
Mr. Paul Karp 

Joseph Kempsey 

CDR T. Lanier 

Mr. Richard D. Lee 

Ken MacDonald 
Mr. Bob G. Maddin 


MVRSPTACT , Quant icc , VA . , 

Head. Employee Benefits 
Support Branch 

Navy European Bayine Office, 
Director 

Navy Exchange Naples, 

Personnel Manager 

Field Support Office, Norfolk, 
Commanding Officer 

Naval Base Store, Food Services 
Manager 

Camp Lejeune, Exchange Officer 

Rota Navy Exchange, 

Security Manager 

American Logistics Association 

Heaquarters, AAFES , Chief, 
Accounting Branch 

American Logistics Association 

AAFES, Advisor 

NAVRESSO, Private Label 
Coordinator 

Rota Navy Exchange, 

Deputy 

Navy Exchange Naples, 

Of ficer- In-Charge 


MWR'SPTACT , Quant i co, VA. , 

Head, Human Resources 
Support Branch 

Field Support Office, Norfolk, 
Financial 

Headquarters, AAFES, Director, 
People Resources 
Directorate 
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Phil Marshall KPMG Peat Marwick 


Mr . John Marecki NAVRESSO, Director 

Merchandising 


Mrs. Heidi M. Mauck MWRSPTACT , Quantico, VA . , 

Assistant Head, Employee 
Benefits Support Branch 


Rota Navy Exchange, 

Uniform Center Manager 

NAVRESSO, Buyer (Consumables) 
Norfolk, FSO 

NAVRESSO, Exchange Operations 
Division Director (EODD) , 
Jacksonville FSO 

Headquarters, AAFES , Chief, 
Policy and Procedures 
Development Branch 

Supervisory Merchandise Buyer, 
Camp Lejeune, NC, USMC 

AAFES, Chief, Plans & Program 
Division 

Navy Resale and Services Support 
Office, Personalized 
Services Branch 

Armed Forces Marketing Council 

NAVRESSO, Consumables Section 
Manager, Norfolk FSO 

NAVRESSO, San Diego, Director 
Exchange Operations 
Division 

Mr. Marty Murphy American Logistics Association 

Mr. Ron Neitzke American Logistics Association 



Donald McCarroll 
Ms. Donna McCallion 
Mr. Bob McGinty 
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Navy Resale Activity, Great 
Lakes, Deputy Exchange 
Manager 


Mr. Robert C. Far cue 


Mr. Ken ratterson 


Mr. Conrad F. Pearson 


Jerry Peterson 


Headquarters, AAFES, Chief, 
Insured Employee Benefits 
Branch 

AAFES, Chief, Policy, Programs 
and Procedures, Purchasing 
Directorate 

MWRSPTACT , Quantico, VA., 

Labor & Employee Relations 
Specialist 

AAFES , CM 


Debbie Phillips 
Arlene Polk 
CDR John Pooley 
Mr. John Price 

Tom Quirk 

Eileen Reinhard 

Francisco Ricote 

Mr. Rip Rowen 
Mr. Thomas Rowe 


Field Support Office, Norfolk, 
Clerical 

Field Support Office, Norfolk, 
Clerical 

Field Support Office, Norfolk, 
Executive Officer 

MWR Support Activity, Quantico, 
Head, Retail Operations 
Branch 

Navy Exchange Naples, 

Deputy 

Navy Exchange Naples, 

Merchandising Manager 

Rota Navy Exchange, 

Financial Manager 

Armed Forces Marketing Council 

NAVRESSO, Manager, Wage & 
Classification & Position 
Management Division 
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j im. wheeler 

Mr. Charles Wiesneth 

Tom Williams 

Annie Wilson 

Ms. Carol Wilson 
Mr. Martin A. Zidek 


Navy Exchange Naples, 

Distribution Manager 

Distribution Center Manager, 

Dan Daniel Distribution 
Center 

Field Support Office, Norfolk, 
Hardline Group Buyer 

Naval Ease Store, Retail 
Operations Manager 

Keflavik, Accountant 

MWRSPTACT , Quantico, VA . , 
Personnel Management 
Special i st 
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